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JAMES R. KEENE 


A Glimpse of the Famous Operator at his Ticker 


effect: “Mr. Keene would like to 
see you.” Having never met the 
gentleman, but being, like the majority 
of people, impressed with the glamor sur- 
rounding his personality, you approach 
his office with a feeling of what might be 
considered “keen” interest. 
There is no name on the door, but 
you have been instructed as to the num- 
ber of the room he occupies. To all ap- 


y OU have received a message to this 


pearance the office is vacant. A tap pro- 
duces a response from one of his clerks, 
who opens the door just wide enough 
to see out, and looks at you enquiringly. 
Your card is handed in and you are left 
standing in the hall, there being no ante- 
room for visitors. His office is not a 
public one; therefore you may not pass 
the threshold until he says the word. 
Would-be callers are either in or out; 
there is no half-way place, just as in Mr. 
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Keene’s make-up, there is nothing of 
the straddler, he is either long or short, 
in Or out, on or off. 


Description of His Office. 


If he is not rexdy to see you, you are 
asked to come back in a little while. If 
he happens to be ready to give audi- 
ence, you pass through the outer door 
into a little lobby, at the other end of 
which is a solid oak door. This opens 
to your touch and you find yourself in a 
roomy office occupying a corner of the 
building, and lighted by several large 
windows. The latter are screened up to 
the middle sash, and at times the shades 
are pulled down to meet the screens, so 
that peering eyes in adjacent buildings 
may not be given opportunity to com- 
ment upon the activity of the gentleman 
who presides. 

The walls are lined with paintings and 
prints, mostly of horses who have made 
the Keene string famous. On one side is 
a roll-top desk, and close to it a small 
flat desk. Opposite stands a divan and 
a table. Three or four more or less com- 
fortable chairs complete the furnishings. 

More important than all else in the 
office looms the stock ticker. What 
stories might be told (if this ticker could 
talk in any but an abbreviated language) 
of his contests with opposing operators, 
his handling of Amalagamated Copper, 
U. S. Steel, Third Avenue and other 
famous deals. 

Other individuals and firms whose 
operations are insignificant compared 
with his, have immense plants, equipped 
with numberless telephones and other 
machinery for the making of markets 
and the moulding of public sentiment; 
but this man works silently and alone, 
handling his operations with consummate 
ease and simplicity. 


His Personality. 


You have had time to observe the room 
and its contents, when an elderly gentle- 
man with gray pointed beard and the 
sharpest eyes you have ever met, comes 
forward in an easy manner and offers 
you a limp handshake. The front of his 
head is somewhat bald and the color of 
his hair resembles the gray of his beard. 
His voice is pitched high. When he 
speaks he gives you the impression of a 


man nearer fifty than sixty. He is 
well but slightly-built, and paces his 
office with a careful yet determined 
step as he discusses the subject in hand. 

He asks your opinion of the market 
in a way calculated to give the impres- 
sion that he knows nothing whatever 
about it. You lean your left elbow on 
the ticker while you talk to him across 
the basket, he with the tape in his left 
hand, his eye-glasses in the right. 


Over His Ticker. 


Note that I say “you talk.” He does 
not do much in the line of conversation 
while in that position. There is some- 
thing impressive in the way he scrutinizes 
that little narrow strip of white paper 
and absorbs the prices printed thereon. 
If he sees something that accelerates his 
mental machinery you might go on talk- 
ing indefinitely—he would not hear you; 
he is deaf, dumb and blind to everything 
except those little letters and figures be- 
fore him. 

You may have asked him a question 
some moments ago and stood there ex- 
pectantly waiting for a reply, but he will 
finish his scrutinizing and complete his 
mental process, although it may include 
walking up and down the office several 
times, and going to the telephone to give 
an order or make an inquiry. All this 
may consume several minutes, but when 
he finishes and returns to the tape he 


will look at you as if you had just spoken, 


and say, “What?” 

No drug fiend was ever more com- 
pletely in the grasp of his conquering 
passion than is Mr. Keene when he sees 
on the tape something bearing on his 
operations. 


At His Telephone. 


At the telephone he talks in a very low 
and guarded tone, but you may be able.to 
distinguish “Who’s buying all that Read- 
ing?” “What’s going on in Union Pa- 


cific ?” 
To 
These and other expressions give you 
a line on what he is interested in, but if 
you want to know what he is actually 
doing you might as well quiz the sphinx. 
Oh, yes, he will give you his opinion of 


“Have you bought that B. R. 
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the market, something like this style: 
“I have seen a few important people 
lately, and from what I learned I think 
the market will improve.” 

You finish your business with him and 
start to go. If he is through with you 
he will let you go; if not you will be told 
to sit down. In case he finishes first, you 
will know it by an instant change in his 
manner ; by a remark that he is very busy 
now with his horses or by a certain 
characteristic look which means “there is 
someone else waiting to see me.” 


At His Waldorf Quarters. 


If the matter in hand requires another 
session, you will be asked to “come up 
to the Waldorf at seven o’clock.” Ar- 
riving there at the appointed hour you 
send up your card, and in due course 
receive word that he is ready for you. 

His apartment consists merely of a par- 
lor and a bedroom. In case he is still in 
consultation in the parlor, then you are 
shown into his bedroom. Here you 
notice nothing to indicate that the occu- 
pant is a many times millionaire. Every- 
thing is plain and unpretentious. A few 


pictures of various sorts adorn the walls, 
but your attention is mostly attracted to 
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a photograph leaning against the mirror 
of his chiffonier—the only photograph in 
the room—one might almost exclaim, 
“His best friend!” On close examina- 
tion you find it to be the likeness of a 
well-known and important person in the 
financial world, named James R. Keene. 

When your turn comes, you take 
an easy chair opposite the red-shaded 
lamp and the matter is thoroughly 
thrashed out, unless, perhaps, another or 
more important personage appears, when 
something will again tell you it is time to 


Mr. Keene is said to have remarked to 
an intimate friend, “I cannot swing this 
market as I used to do. It has grown 
too big for me; the issues of stock are too 
large; there are too many operators and 
floor traders who swing 50,000 to 100,- 
ooo shares a day. All this entirely 
changes the situation from my stand- 
point.” 

Nevertheless, James R. Keene is still 
a power to be reckoned with, and while 
but a few of the deals with which he is 
credited really are of his making, it is 
well to remember that he is a highly po- 
tent factor in the stock market of to- 
day. 
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Analysis of An Office Traders Account 


Facts and Figures Setting Forth the Results Obtained 
by an Active Trader who Operated from 
His Broker's Office 


ERE follows an account of five 
and one-half months of active 
speculation in stocks. The trader 

whose operations are recorded has been 
in the “Street” a good many years, but 
up to this time had done comparatively 
little trading on his own account. Hence 
it might be said that he was in the experi- 
mental stages of the task he set out to ac- 
complish, viz. to develop himself into a 
successful trader in the stock market. 

At the time of these operations he had 
overcome a great many of the mistakes 
coincident to his initial onerations and 
had reached the point where he could 
judge the market fairly accurately in its 
long swings and in its secondary move- 
ments, which usually run from two to 
ten days. He had learned to trade with- 
out fear; that is to say, he was not rat- 
tled when a stock went against him, or at 
being forced to take a loss. He did not 
get reckless when he made money, he 
relied absolutely on his own judgment, 
and had the courage of his convictions. 
He had no fixed system or rules. His 
method changed as circumstances war- 
ranted, but usually he did not take large 
losses. He was always on the lookout for 
reliable information and judged it largely 
according to its source and the channel 
through which it reached him. 

His object in making this analvsis was, 
if possible, to throw light on his weak 
points, hoping to remedy them if prac- 
ticable. He had not yet reached the stage 
where he considered himself even a good 
trader. There was no way in which he 
could compare his operations with the 
results obtained by other traders with an 
equal amount of experience, judgment 
and ability. He had a suspicion as to his 
weak point, but was not certain that his 
suspicions were correct. His own ver- 
sion of the matter is as follows: 


His Experience. 
“T had spent all my business life within 


range of the ticker, but had been too busy 
holding down my job or managing my 
business to give much attention to trad- 
ing On my own account. A man can 
only act successfully in one capacity at a 
time, and I made it a rule never to get 
into the market myself while there were 
other duties that required my attention. 

During the period in question, little or 
nothing of this kind was on my mind and 
I spent practically the whole time reading 
the tape. I had the advantages and dis- 
advantages of the average office trader, 
that is, I was not a member of the Stock 
Exchange and had to pay. full commis- 
sion, and my orders were handled just 
as are any other office trader’s. I had no 
advantages in the way of specially good 
information; my broker gave me the 
usual service accorded every other cus- 
tomer of the house, and nothing more. 

This period of five and a half months 
was selected for no other reason than its 
representing my latest operations, and 
my object in analyzing it was not only to 
show my weak points, but to see what 
progress I had made over my compara- 
tively crude initial operations. 

In order to arrive at the gross results, 
I disregarded commissions and tax, «nd 
found that in the majority of cases I 
had sold at a price higher than I bought. 
I could trade with equal facility on the 
long or the short side of the market, and 
no record is made as to whether I bought 
first or sold first in any of these trades. 
Figuring thus the record showed as fol- 
lows: 


Number of losing trades 
Number of profitable trades.... 42 


Total number of trades 


Taking no account whatever of the 
number of shares traded in, I then made 
a list of the number of points or decimals 
thereof which I had lost on each losing 
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This showed as follows: 


1.125 
1.375 
3.125 
125 
625 
.125 


trade. 


2. 
1.875 
1.875 
625 
125 
25 
875 
1.625 
4-375 
75 
2.375 
1.50 
2. 
1.75 
4.25 
.50 
-375 
1.50 
75 
25 
125 
I. 


Total pts. lost 37.25 


I then listed, in like manner, the num- 
ber of points profit and decimals thereof 
resulting from my winning trades. 


1.375. 
75 
.50 
75 


25 
2.75 
5. 

50 

125 
1.50 

50 

125 

“375 
1.625 
1.5 

.25 
1.25 

25 

.50 

.50 
1.625 


2.25 
6.625 
.25 
Total points 


In looking over the list of losses I 
found that about half of them amounted 
to one point or more and the other half 
were less than one point. The largest 
loss, 434%, was made at a time when I 
had a market order in at the opening to 
sell a certain stock which opened down 4 
points from the previous night’s close. 
As a rule if a stock went against me it 
was my custom to cut the loss at 2 points 
or less. I invariably got out of a stock 
if I thought I was wrong, and whether I 
had a loss or a profit made no difference. 

About 40% of my profitable trades 
showed a gross profit of one point or 
more and I attributed the large percent- 
age of fractional profits, shown in the 
above, to my lack of patience. 


Taking the gross profits 
And deducting the gross losses.. 37.25 


I found that I had made a gross 
profit on all trades of 


These were two important factors—I 
had made more profits than losses and I 
had made more points profit than losses. 
The margin was small and, as will be 
shown later on, not sufficient to cover 
the commission and tax to say nothing of 
the interest charges, but I had improved 
in my trading sufficiently to be able to 
make this showing, and was satisfied that 


it represented progress. 

















6 
On each losing trade I had an 


average loss of ......... 1.284 
My commission, $25 per 100 

sh. and tax $2 per hundred 

sh., the equivalent in points 

Se pidde dade cduéeddadves's .27 
added to the above made my 

net loss on each losing 

SED ccnp tneravdvevecss 1.554 
or a total net loss on 29 losing 

eer rrr rr 45.066 pts. 
On each wining trade I had 

DIGS Re cneisinecees 1.199 


From which must be deducted 
for commission and tax, as 


Leaving an average net profit 


ie Myessctslbdcccacees .929 
Or a total net profit on 42 

winning trades of ....... 39.016 pts. 

My operating expenses, therefore, 


more than over-balanced the 13.125 points 
profit which I was able to show on my 
gross trades. These operating expenses 
of .27 on seventy-one trades amounted 
to 19.17 points. My final net loss on all 
transactions, therefore, amounted to 
6.05 points. 

This did not discourage me in the least 
because I had made a far worse showing 
when I first began trading and was confi- 
dent that if I gradually eliminated my 
weak points I could eventually show net 
profits over all charges. 

The above figures take no account of 
interest charges, which were slightly diffi- 
cult to calculate on each individual trade, 
and which would have borne little rela- 
tion except to the final result. 

During this period of trading, my “in- 
ner self” had been watching my “other 
self” most carefully. These figures 
proved to me what I had already sus- 
pected, viz., that my weak point was an 
absolute lack of patience. I wanted to be 
doing something every day and all the 
time. I was not satisfied to take a posi- 
tion on a stock and wait steadfastly until 
I had accumulated a fair profit, and, 
therefore, was no different from the aver- 
age office trader in my nervousness, 
changeability and in my disposition to get 
in and out with rapidity and frequency. 
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I considered this the pivotal point with 
me and realized that my future trad- 
ing hinged on my ability to control my 
impatience. 

No doubt the office trader’s environ- 
ment has largely to do with this condition 
of mind, and here lies one advantage in 
trading away from the ticker.” 


Norte: In a future article we will dis- 
cuss the advantages which accrue to the 
trader whose physical location, or whose 
business makes compulsory his absence 
from the ticker. 













To those who wish to deal 





in small lots of stock 
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UPON request the TICKER will 

furnish the names of responsible 
houses—members of the New York 
Stock Exchange or other exchanges of 
equal standing—where orders for small 
lots will be accepted for cash or on 
margin. Enclose. stamped addressed 


envelope for reply. 
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Stock Market Stories 


Told by “Commodore” Bateman 


HE late Arthur E. Bateman, once 

a member of the New York 

Stock Exchange, and whom all 

old-timers in Wall Street remember, used 

to tell some interesting stories of his ex- 
periences as a broker and operator. 

He started in the brokerage business 
in Washington, D. C., with $5,000 and 
one customer. He clung to that cus- 
tomer just as many people cling to Bay 
State Gas—he had to. So fearful was he 
that his client would die that he used to 
go around to his house each night and 
watch the window. If there was a light 
in the room he went home feeling satis- 
fied that his clientele was safe. 

But the customer did not die, and 
finally the “Commodore” secured others. 
One of the first of these was our late 
President, William McKinley, who was 
then a member of the Lower House. 

Mr. McKinley came into Bateman’s 
office one day and said: “I want to buy 
50 shares of Erie. I am told that it will 
some day be worth more money. Here is 
$500, and if you want more at any time 
let me know. In the meantime, however, 
do not bother me by telephoning, or by 
sending messages relating to the stock. 
In making this purchase I intend to for- 
get it until such time as the stock shows 
me a handsome profit. I will pay no at- 
tention to its fluctuations.” 

“All right. Mr. McKinley,” said Bate- 
man: “I will see that your wishes are 
carried out.” 

He had not left the office ten minutes 
when the telephone bell rang, and Mr. 
McKinlev at the other end of the wire in- 
quired: “How is Erie now?” 


Bateman was quite an important 
broker in the davs of Tav Gould, and the 
latter often used him in connection with 
various deals. Bateman made it a cus- 
tom to drop in on Mr Gould, who then 
had an office in the old Arcade, where 
the Empire Building now stands. 

One morning Bateman entered Mr. 


Gould’s office and found him excitedly 
whipping out the tape with the first two 
fingers of his left hand, pounding 
with his fist on the corner of the ticker 
with his right, and dancing around like 
a maniac, growling, “I'll teach them to 
sell that Union Pacific short.” 

Bateman took in the situation at a 
glance, and as he swung pretty good lines 
of stock himself, he knew that there was 
a nice little profit waiting for him if he 
could get to the floor of the Exchange 
quickly enough. He had called, hoping 
to secure an order from Mr. Gould, but 
on hearing the first remark of the latter 
he changed his tactics and, yawning, 
started to back out of the door, saying 
that he had just dropped in to say “good 
morning.” 

He was no sooner outside than he 
bolted down the stairs, across Broad- 
way, through the hallway and down the 
old iron-railed steps of '72 Rroadway, 
and dashed into the New Street entrance 
of the Stock Exchange. Union Pacific 
was boiling, and Bateman, grabbing 
everything in sight, had the satisfaction 
of turning over a handsome profit within 
a few hours. 

That afternoon, when he again called 
at Mr. Gould’s office, the famous manipu- 
lator said: “You seemed to be in a hurry 
this morning, Bateman: if you had waited 
a few minutes I might have given you an 
order.” 

Then they both laughed. 





Nine men in ten can read the market 
accurately, but few possess the patience 
to follow their convictions. 


The United States Steel Corporation 
is bound up more thoroughly than any 
other with the future of the United 
States of America. 


Stocks always look weakest at the end 
of a reaction. The average man js much 
less likely to buy then than on th “allv 
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Speculation 
By Thomas Gibson 
From Mr. Gibson's latest work “The Cycles of Speculation”* 


the speculator should be to clear 
away the illusions which have 
qeve rank through ignorance, and 
ourished through prejudice. We 
have heard, and continue to hear, 
a great deal of ethical talk on this 
subject, most of which emanates from 
people who are not authorities, and who 
have little real conception of the subject. 
It would be pretty safe to assume that a 
majority of these same instructors specu- 
late themselves. They place an arbitrary 
construction on the word; however, and 
draw a dividing line between stock or 
cereal operations, and other forms of 
speculation, -although the basic principle 
is the same in all cases, i. ¢., to buy what 
is-cheap.and re-sell at a profit. 

One of the most ridiculous forms 
which this pedantry assumes is the warn- 
ing and preaching against speculation by 
very. rich men who. made their own 
money speculating and could.not possibly 
have acquired it in any other way. Such 
expressions of opinion are born largely 
of.an exaggerated ego. 

The trouble with these critics and ad- 
visers is that they seldom approach the 
subject. in the right way. With a full 
knowledge of the fact that speculation is 
an inherent part of human nature, and 
that a majority. of human beings. are 
bound fo indulge in it in spite of every- 
thing, these sophists simply rail against 
the practice indiscriminately instead of 
attempting to point out what is foolish 
and fallacious. If we attack the practice 
in a general way little will be accom- 
plished. If we say, “do not speculate,” 
our audience will perchance give us a 
respectful hearing.—and go on speculat- 
ing. If, however, we point out what is 
dangerous and unreasonable, confine our- 
selves to attacking the evils and explain- 
ing the delusions, some good may be 
done in an educational way. 

We may, if we show by simple logic 


o ber first step in the education of 


that the education and qualifications 
necessary to success are too difficult to 
acquire, actually deter many people from 
speculating in certain lines at all, a thing 
which could not possibly be accomplished 
by mere blanket warnings against the 
practice. 


People Want More Information Now- 
adays. 


One of the most serious blunders in 
the world is the common one of under- 
estimating other people’s intelligence. 
People are ready and willing to learn 
and that they do learn is shown by the 
decreasing crop of lambs. It is not near- 
ly so easy for the dishonest promoters 
and manipulators to market poor securi- 
ties at high prices today as it was a few 
years ago. 

And in this regard it may be pointed 
out that the press has actually, although 
in many instances unconsciously, accom- 
plished a great deal on exactly the lines 
suggested above. Magazines and news- 
papers have, in recent years, taken on an 
educational character. Periodicals once 
devoted to fiction and history now deal 
largely with business and social econo- 
nes, and with the exposure of bad meth- 
ods in high places, the ruthless uncover- 
ing of false or misleading statistics, and 
the simplification of questions hitherto 
involved; the public has been gaining 
rapidly in education and understanding. 
The fact that much space in leading peri- 
odicals is devoted to these subjects, is in 
itself prima facie evidence that the people 
can and will learn, for with all due credit 
to the editors and publishers, it is cer- 
tain that the contents of magazines and 
newspapers are selected in accordance 
with what the public demands and likes. 

No one will attempt to deny that a 
majority of public speculators lose. In a 
former volume the present writer under- 
took to establish by analysis of a large 
number of public accounts, the fact that 


* Published by The Moody Corporation, 35 Nassau street, New York. 





SPECULATION. 9 


80% of the participators lost money. A 
number of critics commented on this 
statement as a body blow to speculation, 
asserting that the writer had shown that 
there was “ 80% against the player.” 

These writers proceeded to compare 
this percentage with that existing in 
games of pure chance, such as roulette 
and faro, etc., and wound up by pointing 
out the tremendous drawback to the spec- 
ulator through percentage against the 
player. It seems incredible that any sane 
man should fall into any such laughable 
confusion of ideas. The percentage of 
players who lose in any game has noth- 
ing to do with the percentage against the 
player. 


Why Speculation is Not Gambling. 


If these critics established anything at 
all, it was that speculation was not 
gambling; for it requires only a mo- 
ment’s reflection to see that in any me- 
chanical gambling game where there is 
any percentage, no matter how small, in 
favor of the game, the percentage of 
players who eventually lose must be 100. 

This being the case, the gentlemen 
mentioned were at considerable pains to 
prove that, as 100 per cent. of the play- 
ers did not lose, speculation was not a 
gambling game in the strict sense of the 
word. That is to say, it could not be 
correctly compared with any mechanical 
device where the element of skill was 
absent. 


Adverse Depends 


Circumstances. 


Percentage Upon 


If we consider the matter in a gamb- 
ling light, the percentage against the 
speculator can be determined by the pro- 
portions of commissions, interest, taxes, 
etc., to capital invested. 

Taking commissions alone as our basis, 
we find that he who purchases a stock 
at $100 a share and pays one-quarter of 
one per cent. commission, has a percent- 
age against him of one-quarter of one 
per cent. If the speculator trades on 
limited margins the drawback increases 
accordingly. 


lf we assume that 100 shares of stock 
are purchased in a bucket-shop on a one 
point margin, without intention or ability 
to “re-margin” the transaction, the me- 
chanical percentage is large (25%); if 
IO points margin is deposited, the me- 
chanical percentage is reduced to 2%4%, 
etc. In the first instance, $25 or 25% of 
the $100 involved was lost when the 
transaction was recorded, without any 
change in market price. In the second 
instance, $25 was again lost or 214% of 
the $1,000 involved. 

There is no doubt that fluctuations in 
prices of securities, cereals and staples 
are frequently used as a basis for mere 
gambling transactions. But the most 
remarkable feature of the whole problem 
is the fact that the percentage of loss in 
transactions is greater than the mechan- 
ical percentage. 

In the work already mentioned, the 
writer undertook to establish this. In 500 
accounts examined, there was a loss of 
$1,245,000, and profits of $288,000, leav- 
ing a deficit of $957,000. The commission 
charges and interest amounted to only 
$275,000. There thus appeared a loss of 
$682,000 which could not be attributed to 
a gambling percentage. 

It may be added that the period con- 
sidered in the computations was from 
July, 1901, to March, 1903, and that the 
price of the stock considered (U. S. Steel 
Common )was the same at the beginning 
and the end of the period. 

This tends again to refute the theory 
of mere gambling, with a ruinous per- 
centage against the player, for no me- 
chanical device could by any possibility 
operate against the player to a greater 
extent than the fixed percentage in favor 
of the machine. A gambling machine 
will stick to its knitting. 


An Illustration. 


If, for example, we take the simplest 


form of gambling device—two dice 
thrown from a cup,—we know that cer- 
tain numbers formed by adding the total 
spots which appear uppermost will show 
more frequently than others. Thus the 
number two can be effected in but one 
way, the number three in two ways, the 
number four in three ways, and so on up 
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to the number seven, which can be 
formed by six different combinations, 
thus: 

4 and 3 

5 and 2 

6 and 1 

3 and 4 

2 and 5 

1 and 6 


from which point the chances decrease 
until the number 12 can be formed in 
only one way—two sixes. This proposi- 
tion applies to all forms of mechanical 
gambling, and is so simple in principle, 
and so distinct in operation that if we 
make a fair number of casts, say 1,000, 
and do not make more sevens than any 
other one number, we may be positive 
that the dice are defective, or loaded. 


Mental Responsible 


Heavy Losses. 


Operations for 


Therefore, if percentages hold true, 
we must attribute the surplus loss in spec- 
ulation to mental operations. In the total 
results mentioned, these mental opera- 
tions were so erroneous as to catse a 
loss greater than the percentage itself; 
but, on the other hand, a certain number 
of accounts showed profits ; that is to say, 
the percentage was overcome, which is 
again an obvious impossibility in true 
gambling. 

The conclusion is offered, therefore, 
that not only can poor methods and im- 
perfect understanding result in losses far 
in excess of a demonstrated drawback, 
but that this drawback may be overcome 
by other and more correct methods. It is 
difficult to understand why the opporents 
of speculation are continually harping on 
these points of gambling and percentage 
as bearing particularly on operations in 
stocks or commodities. 

If a man buys a certain security he- 
cause it is cheap, or because he considers 
it cheap, and pays a certain commission 
to a broker for effecting the transaction, 
he is no more playing a percentage game 
than if he purchases a piece of real estate 
because it is cheap and pays the real 
estate broker a commission for his ser- 
vices. 

Marginal trading is another abomina- 
tion of the anti-speculative element, but 











here again the critics do not discriminate 
between use and abuse. Trading on in- 
sufficient margin is one of the greatest 
evils in the speculative world and when, 
as is frequently the case, this evil is com- 
bined with lack of knowledge as to val- 
ues and conditions, the result is certain 
loss. 

But what is objected to here is the 
hazy view and comprehensive condem- 
nation of all marginal speculation. The 
line of demarcation is usually carelessly 
drawn. 


A Distinction Without a Difference. 


If an individual buys too shares of 
stock for cash, has it registered in his 
own name and later borrows funds from 
his banker with these shares as collat- 
eral, he escapes impeachment as a mar- 
ginal speculator; but if he buys on mar- 
gin, and borrows from his broker the un- 
paid balance, he is a gambler. And yet 
it would be hard to point out the differ- 
ence in the two methods. 

If we wish to go a little further afield, 
we may reduce a very large percentage 
of the commercial structure to marginal 
trading. 

We may, in short, place in this cate- 
gory every merchant who buys goods on 
credit and every man who buys real es- 
tate on payments, if their object when 
buying is to sell at a profit. 

It is highly probable that these conten- 
tions will be vigorously attacked, on the 
theory that more evil than good results 
from speculative ventures, and that there- 
fore the whole structure should be razed 
on a “greatest good to the greatest num- 
ber” basis; but aside from the intensely 
unphilosophical character of this view, 
it is not at all probable that any such 
thing can be effected unless human na- 
ture undergoes a radical change. 

Tear down every stock exchange in 
the United States tomorrow, and people 
will be speculating, a majority of them 
foolishly, in another week. The cure lies 
not in paternalism, but in evolution and 
understanding. 

As has been said, more has been ac- 
complished in recent years by the educa- 
tional crusade of the press than by all 
the rantings and warnings of a century. 
We have our periods of reckless over- 
indulgence, it is true, but the evil is 
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dwindling. The South Sea bubble would 
deceive a much smaller number of people 
today than it did in the days of John 
Law. 


The Essentials in All Speculation. 


It is the object of the present work to 
point out, so far as the abilities of the 
writer will permit, what essentials are 
required in any form of speculation, 
whether on margins, or masquerading in 
the guise of investment. 

As to this last distinction, it may be 
stated that the word “speculation” is 
herein taken to mean the purchase of any 
security or commodity because it is con- 
sidered cheap, with the ultimate intention 
of disposing of the property so purchased 
at 2 profit. 

In the writer’s opinion this definition 
is correct. Speculation contemplates a 
rise in price, and an accretion in princi- 
pal. Investment refers to interest returns 
on money. 

One of the most flagrant errors in 
speculation is an entirely mistaken idea 
as to the possibilitics in this field. Nine 
men out of ten have a deep-rooted con- 
viction that if any individual could be 
right in his main deductions for, say one 
or two years, he should make millions on 
a small capital. This is a great mistake, 
and leads to numerous minor errors 
which are productive of much loss in 
actual operations. 

The business of speculation never did, 
and never will result in abnormal profits. 
Large returns are sometimes made, it is 
true, but this fact is also true of every 
other line of business. Certain individu- 
als grow very rich in Wall Street; this 
again is true of every commercial branch. 

We hear now and then by a million 
dollar coup by a Morgan or a Rockefel- 
ler, and do not stop to consider the great 
capital behind it. If an individual makes 
five thousand dollars in a year’s specula- 
tive ventures on a capital of twenty 
thousand, he is not considered a Napo- 
leon of finance, but he has accomplished 
much more, in proportion to his capital, 
than Rockefeller would have accom- 
plished if he had made five millions on 
similar operations. 


The “Get-Rich-Quick” Fallacy. 
In a recent conversation with a num- 


ber of gentlemen who clung tenaciously 
to this idea of sudden riches, the writer 
undertook to establish his contention. 
Tapes were secured recording the fluctu- 
ations of sugar stock during a twenty 
point decline. The skeptics were given a 
hypothetical capital of $10,000 each, sub- 
jected to the ordinary rules of trading 
as to margins, etc., informed that sugar 
would decline twenty points before it 
again touched the first quotation estab- 
lished, and invited to “get rich quick.” 
The result was ridiculous in the extreme. 
Two of the experimenters lost their im- 
aginary capital trying to double up and 
show large returns. The third took an 
unfair stand, by selling the maximum 
amount at the inception of the experi- 
ment and closing it after the 20 point de- 
cline had appeared. His operations, 
therefore, proved nothing. 

Here was a case where two traders, 
possessed of an absolute foreknowledge 
of what was to occur, lost everything 
through the fault of over-speculation and 
the belief that abnormal returns could be 
made if the ultimate fate of a market 
could be correctly forecasted. 

Even if we assume that every inter- 
mediate movement were known in ad- 
vance, that after a ten point decline there 
would be a five point advance, and the 
transactions were conducted to the full 
possibilities of both original margin and 
accrued profits, the result would not be 
the millions which dazzle the eyes and 
imagination of the unsophisticated. 

But to assume any such trading is 
foolish. The factor of safety would be 
wholly absent. No wise man will ever 
attempt pyramiding, and no foolish man 
who does, will succeed. 

In order to clear the ground for dis- 
cussion or study, the first thing to elimi- 
nate is this wholly unsupported and mis- 
taken idea of sudden riches. No matter 
how correct the forecast of the future 
may be, safety disappears in inverse ratio 
to the increased possibilities of abnormal 
returns; and with the factor of safety 
continually ignored, the final results are 
bound to be disastrous. 


Study, Hard Work and Knowledge are 
Indispensable. 


It will also be necessary to dispel an- 
other illusion. If the speculator imagines 
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that he can operate successfully without 
preliminary hard work to fit him for the 
business in hand he is grossly mistaken. 
It is necessary to qualify in this field as 
well as in any other. 

Knowledge of monetary conditions, 
values, interest rates, and in fact, of all 
influences bearing directly or indirectly 
on the future of prices must be acquired 
and thoroughly understood. Ignorance 
on any One point may mean defeat. 

On the other hand, a study of such 
conditions means a liberal education, 
valuable in every line of business life. 

It may be further stated that the man 
who attempts to evade necessary labor 
and research by placing his dependence 
on tips or charts, or the opinions of oth- 
ers, cannot hope to succeed. The gamb- 
ling idea must be put out of the ques- 
tion entirely, and means sought whereby 
intelligent opinions may be formed by 
» both inductive and deductive reasoning. 

In preparing this work the temptation 
to enter more extensively into fundamen- 
tal principles has been great. It would be 
impossible to do more than suggest a 
line of procedure in a single volume, and 
only the most elemental requisites are set 
forth. And not only do the prescribed 
limits of this volume forbid any exhaus- 
tive discussion, but such discussion is un- 
necessary. 

On every subject of importance we 
have books written by men of soberness 
and judgment, each a specialist in his 
field. A bibliography has been appended 
to this volume suggesting such works as 


are considered helpful. In this bibliogra- 
phy an attempt has been made to choose 
such books as are clear and simple, rath- 
er than those which are profound. 

If the task as herein outlined, appears 
formidable, it may be said that it is abso- 
lutely necessary, and not so difficult as 
may appear. 

Before the student has entered far in- 
to the subject, he will find the matter in- 
teresting and will very quickly realize 
that the well grounded contentions and 
discussions of men who examine and 
diagnose economical questions correctly, 
are of more value than the combined 
tips, guesses and poorly based opinions 
of all the professional speculators and 
gamblers from one end of Wall Street 
to the other. 

This form of basic knowledge is just 
as important to the active trader as it is 
to the investor. If he can correctly judge 
of the general trend of future prices, he 
may operate safely with that trend in- 
stead of floundering around helplessly in 
a slough of indecision, or possibly work- 
ing directly against the current. 

If, for example, he has good solid 
reasons for expecting ultimately higher 
prices, he will not be disturbed by tem- 
porary reactions and, instead of being 
frightened out of his position through 
ignorance, he will take advantage of such 
reactions to make his purchases or 
cheapen his holdings. 

Knowledge, in this particular line as in 
all others, is the foundation of successful 
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Tipsjlo Tickerites 
By Rollo Tape 


Following is one of the kind of letters 
every trader is looking for: 
Dear Rollo Tape,— 

Referring to your request for ideas, 
methods, etc., which will help the man 
behind the tape, I have written below the 
main points of a trading method which 
I have followed with considerable success 
in the stock market. 

I usually trade with one point stop 
orders. My idea is that if I am wrong 
I had better be wrong for a point than 
to get stung for several points, while 
hanging on in the hope of coming out 
even. I generally follow the tendency 
of the market, trade on either side, and 
avoid buying on bulges or selling on 
dips. 

My operations are usually in the most 
active stocks, which have a broad market, 
and I only trade when I think I see a 
move coming on the tape. Sometimes 
you can spot these moves long enough 
in advance to give you a considerable 
advantage. 

For instance, some months ago when 
Metropolitan Securities was supposed to 
be “pegged” at 50, anyone could see that 
a determined attempt was being made 
to break through its previously impreg- 
nable support. I sold the stock when I 
saw the avalanche coming, and knew 
that once that quotation was punctured 
there was no danger of my being twisted 
on the short side. This is the kind of a 
move I like to wait for, but of course, 
I cannot get them every day. 

My orders are generally “at the mar- 
ket.” I believe if a man wants to get in 
or out he ought to do it at the prevailing 
quotations. Unless he is a floor trader 
he cannot expect to catch microscopic 
fluctuations. 

It is a sure thing there’s no money 
trading from the office for 44s and ‘4s, 
but with a broad market and a reliable 
broker it is by all means the best way to 
trade. As soon as my stock gets away 
from my net cost or selling price I usu- 
ally raise stop order so that in any event 
my trade cannot show a loss. If the trade 
continues to go my way, I keep pushing 
the stop order up until the stock has a 


quick bulge or looks “toppy,” when I 
close out. I find it best to disregard 
tips and follow the news, the facts, and 
the manipulation. 

By trading in only one or two stocks 
at a time I can concentrate my attention 
and get to a point where I know the ac- 
tion of a stock intimately. Every issue on 
the list has its peculiarities, very like so 
many individuals with different charac- 
teristics, and the more you trade in a 
stock the more you learn of its ways. 

Although I cut my losses very short I 
would never for a moment think of trad- 
ing on a small margin. I want 25 to 50 
points behind me, not because I need pro- 
tection but because peace of mind is ab- 
solutely essential to the gathering of . 
profits. I know lots of traders who with 
$5,000 will trade on from five hundred to 
a thousand shares of stock, but they are 
not the kind of people who stay in 
Wall Street. 

As you can see from the above, my 
position is the same as that of a floor 
trader who closely follows the trend of 
the market, cuts his losses short, and 
lets his profits run. Any one who has 
visited the gallery of the New York 
Stock Exchange has noticed how the 
traders flock to a certain “post” when ac- 
tivity starts in a stock. Thev remind one 
of a lot of flies -warming around a lump 
of sugar. 

The floor trader has a lot of advan- 
tages over me, but I have some over him. 
I cannot trade for as small profits as he 
can on account of the commission, and 
the time consumed in the transmission of 
my order to the floor, but, trading as I 
do for fair-sized profits, this handicap 
is somewhat overcome. 


The basis of my method is this: 

1—Manipulation makes the news. 

2—After a stock has been accumulated 
by the insiders it is generally advanced 
to the first distributing point with only 
rtifling reactions. 

3—A reaction of 2 points or more after 


a pronounced upward movement usually 
marks a distribution. 


My stop-order plan is just like one 
man boosting another up a tree. After 2 
start has been made, each upward lift on 
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the part of the climber is followed by a 
raise of the booster’s hand, so that the 
fellow above is not likely to come down. 

The advantages of this method are: 
I never get tied up. Every trade I make 
has the possibility of a large profit with 
a very small risk. Large losses are im- 
possible except when stocks have “wide 
openings” or where there is a panic over 
night. My interest account is small. My 
capital is always working. This manner 
of trading contains great possibilities 
in a market which steadily advances or 


declines, as big profits can then be se- 
cured. 

If these ideas will help any of the 
traders who read this column I shall be 
pleased, because it has taken me a long 
time to acquire this experience and to 
discipline myself so that I can follow up 
my own ideas unaffected by the noise 
and confusion of the average Brokerage 
house. 


Note:—Come on, boys, let’s have some 
more of those suggestions. We are all here 
for the dollar. Let’s combine our ideas and 
thus help each other roll up the profits. 
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BRIGHTER SKIES IN. WALL STREET. 


From the N. Y. Herald. 





Bargain Days 


Some Suggestions as to the Best Stocks to Buy During the 
Present Depression 


By “The Professor” 


VER since the first group of stock 
brokers met in 1792, under the 
buttonwood tree which stood in 

front of 68 Wall street, there have been 
bargain days in the stock market, two or 
three times every year, with especially 
attractive knock-em-down-at-any-old- 
price-tak’em-for-fifty-cents-kind of days, 
every three to ten years. 

One of these rare opportunities has 
just been witnessed, and the wise ones, 
at this writing, are swarming into the 
“Street” and scooping in the bargains. 

A friend of mine, the other day, 
showed me letters from three different 
investors, each one of whom wanted to 
buy from one to a dozen 10-share lots 
of stock. In all, these purchases, when 
made, would aggregate about $40,000. 

This is the character of buying that 
sooner or later turns the market, and the 
stocks then bought, if the buyers are 
wise, will not come out of the safe de- 
posit boxes until the next boom. Bull 
markets invariably follow panics, and I 
hope no one will disagree when I say 
that this is the only panic we have ever 
witnessed which has not been followed 
by a boom. The reason for this is ap- 
parent to everyone but an Egyptian 
mummy. Just give it time—give it 
time. 

It is a difficult matter to decide just 
which stocks are best to buy on such oc- 
casions; therefore, a few points in this 
regard may be appreciated by some who 
are in doubt, and have not yet taken ad- 
vantage of the present remarkable situa- 
tion. 

Authorities agree that the stocks of 
established railroad companies generally 


offer the greatest possibilities-—especially 
those which have a long dividend record, 
such as the Pennsylvania, lllinois Cen- 
tral, St. Paul, Louisville and Great 
Northern, or those whose earning power 
has been developed to a point where 
there is hardly any possibility of depre- 
ciation in earnings sufficient to impair 
dividends. Among this latter class are 
Union Pacific, Southern Pacific, North- 
ern Pacific and others. Many investors 
are buying Canadian Pacific because it 
sells ex-Roosevelt. 

It is well to remember in choosing a 
stock, that dividend payers contain many 
advantages over non-dividend payers. In 
case of a protracted depression, invest- 
ments in the former class would carry 
themselves, whereas the cost of non- 
dividend payers would constantly be en- 
hanced by a loss of interest on the capital 
invested. 

Many people prefer to buy stocks sell- 
ing around 20 and containing possibilities 
of a rise to 40 or 50, thus promising a 
hundred per cent. or more on their 
money. This class of securities in the 
railroad list is highly speculative; but 
there is just as much chance for a stock 
like Erie to go from 18 to 36, as there is 
for Great Northern to double in price. 

In the November number of the 
TICKER, we described a method of fig- 
uring out the most desirable stocks, us- 
ing as a basis, earnings as compared with 
market price. This is the truest method 
of comparison which we know of, as it 
puts each stock on a common level for 
comparison. 

The figures brought down to date show 
as follows: 
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Earns 
Earns on 


Stock. on Par. Price. Price. 
Chgo. & Alton com. .. 6.3% 15 42% 
Wabash pfd.......... 5-6 16 35. 
Lehigh Val. .......... 7.7 S& 39.8 
Colo. & So. com. ...... 4.9 18 27.2 
St. Lo. Sow’n pfd..... 8.1 30 27. 
Den. & Rio G.com.... 5.1 19 26.8 
Mo. Kan. & Tex...... 6.3 24 26.2 
Kan. City So. com. ... 5.8 23 25.2 
St. Lo. Sow’n com. ... 3.7. 15 24.7 
Minn. St. P., S. S. M. 

a aor 17. 74 23. 
Iowa Cen, pfd. ....... 8. 35 22.8 
Atchison com. ....... 16. 73 28.1 
Ps tinecesves 11.8 55 21.4 
Ches. & Ohio ........ 6. 28 21.4 
EE HE snceeee ses 3-4 18 18.8 
Bklyn. Rap. Tran. .... 5.9 32 18.4 
Chgo. & No. W. com...24.5 133 18.4 
Southern Pac. ....... 12. 68 17.6 
Ch., Mil., St. P., com...17.3 102 16.9 
RAE 3. 18 16.6 
Pac. Coast com. ...... 10.5 65 16.1 
Balt. & Ohio com. ....12. 81 14.8 
C.C.C.&St.L.com... 7.2 50 14.4 
CEE UE, caccenssee 9.4. 65 14.4 
Union Pac. com. ..... 15.7 111 14.1 
|, eee 15. 108 13.9 
Twin City com. ...... 9.4 74 12.7 
Southern Ry. pfd. .... 5. 40 12.5 
Great North. pfd. ....14. 114 12.3 
Louis. & Nash. ....... 11.2 Q7 11.5 
Canadian Pac. ....... 16. 142 I1.2 
EE ts.paenna¥sew'e 8.3 81 10.2 
i By GO. GW. cas 2. 30 «10. 
a 12.1 123 9.8 
Atlan. Coast Line..... 6.8 70 9.7 
N. Y., N. H. & Hart...12. 10 8.5 
Minn. & St. L. com. .. 2.2 26 8.4 
SE & SS ae 12.8 160 8. 
Pennsylvania ......... 7.3 109 6.7 
& te eee 6.3 98 6.4 


The figures above make some astound- 
ing revelations. We have never known 
a time when such a tremendous percent- 
age of earnings, as compared with mar- 
ket prices, was shown by the low priced 
railroad stocks. 

The idea of stocks selling around $20 
a share showing from 20 to 40% earn- 
ings on their selling price, is something 
unprecedented. 

The point which most people overlook 
is, that in most cases values (represented 


by earnings) have gone on increasing, 
while prices have been falling off. 

The future either contains possibilities 
of a great decline in earnings on one 
hand, or, on the other, the likelihood of 
a 200 to 500% advance in the selling 
prices of these stocks. 

The table above completely upsets the 
calculations of those who base their esti- 
mates of value on the rate of dividend 
now being paid, for we find two of the 
most prominent railroad stocks—Penn- 
sylvania and New York Central—at the 
very bottom of the list. 

It is also a remarkable fact that the 
several stocks at the head of the list are 
composed mostly of roads in the South- 
western group. Disregarding Lehigh 
Valley for the moment, we have Alton 
com., Wabash pfd., Colorado & South- 
ern com., St. Louis Southwestern com. 
and pfd., Denver com., K. & T. com., 
and Kansas City Southern com., all of 
which are selling from $15 to $30 per 
share, and earning from 25 to 42% on 
their market prices. 

To compare favorably with these se- 
curities, New York Central and Pennsyl- 
vania would have to earn from 25% to 
30% ! 

It is well to note the magnificent in- 
crease shown for the past year, by this 
group of roads, which have been hereto- 
fore despised. 

In spite of the fact that Cuicaco & 
ALTON has been the “yellow dog” for 
some months past, this road is earning 
over $6 per share on a selling price of 15, 
and heads the list. 

Wasasi, which was never able to pay 
interest on its B. debentures, is now 
showing over 5% on its preferred stock. 

Cotorapo & SouTHERN, which has 
had its own troubles, is earning more 
than it ever did, and selling far below 
value. 

St. Louts SOUTHWESTERN has made a 
great showing and is earning over 8% 
on its preferred stock. Even the com- 
mon stock is showing nearly 4% earned, 
or over 24% on its market price. 

Great Opportunities Offered in These 
Stocks. 

For people who wish to pay for their 
stocks outright, this group offers great 
opportunities for money-making. It is 

















not so many years ago that Union Pa- 
cific, Atchison, Norfolk & Western, B. & 
OQ. and Southern Pacific, were kicking 
around the quarter-century price. His- 
tory not only repeats itself in American 
railroad stocks, but generally goes itself 
one better. We expect this group of low- 
priced railroad stocks will repeat the per- 
formance of those above mentioned. 

People who make the most money in 
stocks take a long look ahead—buy when 
things are cheap, and hang on till they 
have secured a big profit. 

LeHIGH VALLEY showing puts Read- 
ing and Jersey Central to shame. Here 
is a chance to secure at almost 50c. on 
the dollar a dividend payer earning 32% 
on its market price. There is little likeli- 
hood of its dividends being discontinued, 
in view of the fact that it is earning 
nearly 18% on par—many times its 
present dividend rate. 

MINNEAPOLIS, St. Paut & Savutt 
Ste. Martz, earning 17% on par and 
23% on its market price, also looks good. 
Let any one who doubts the legitimacy 
of these earnings remember that the 
“Soo” is the American branch of the 
Canadian Pacific Railway, and is one of 
the main arteries of travel for the thou- 
sands of home-seekers who are pouring 
into British Columbia. The next few 
years should witness an important ad- 
vance in the dividend rate paid on this 
company’s common stock. 

ATCHISON, earning 16% on par and 
22% on its market price of 72, makes the 
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best showing of any of the big Western 
systems. 

IowA CENTRAL PREFERRED earns 
enough to warrant a dividend (if its 
finances and physical condition would 
permit), but the market for this stock is 
often an unsatisfactory one. 

ERIE COMMON is earning almost as 
much on its market price as St. Paul. 
Both roads have financing ahead. Erie 
has recently been obliged to modify its 
dividend policy, but is endeavoring, the 
best it can, to keep up appearances by 
issuing scrip. 

Union Paciric really deserves a high- 
er place in the list, as its immense equi- 
ties are not shown. 

The above figures show clearly that 
the stocks to be bought are those sell- 
ing at ridiculously low prices, consid- 
ering their earnings. Some critics may 
object on the ground that these earnings 
are likely to fall off. Admitting that 
the expected decrease may materialize, it 
must be remembered that the standard 
stocks will suffer in like proportion, and 
as the margin over dividend requirements 
is none too large in some of the latter 
cases, a reduction in dividend rates, and a 
consequent break in the market price, 
may result. 

Ep. Nore. We should like to hear our 
readers’ views on the above. Your sug- 
gestion, criticism or inquiry will aid us 
in making this Magazine more valuable 
to you. 





The following is characteristic of many 
traders who have the nerve to carry a 
stock down several points, but become 
panic-stricken when the exhaust point of 
their margin is being approached: 

A client entered a brokerage house one 
day and said: “Buy me 500 Union Pa- 
cific. I have bought this stock before and 
always lost money because I was scared 
out. This time I am going to hold it 
till hell freezes!” 

The stock was bought, and in a few 
days showed a decline of 4 or 5 points 


The broker called upon the client for 
more margin; it was immediately forth- 
coming. 

This operation was repeated two or 
three times until the stock had shown a 
decline of nearly 20 points. Upon de- 
mand being made for still further mar- 
gin the client, thoroughly rattled, replied, 
“T guess you had better sell it out.” 

“But,” said the broker, “you said you 
were going to hold this till hell freezes!” 

“Tt’s freezing now!” yelled the trader. 
“Sell it out quick!” ; 











INQUIRY COLUMN 


What do you want to know about trading 
or investing in securities or commodities? 

Is it something regarding opening an ac- 
count, margins, commissions, stop orders or 
other kinds of orders? : 

Do you want to know a reliable house in 
your locality where you can safely trade? — 

In fact, is there any point in connection 
with the science, methods or customs of the 
various markets which you would like to have 
elucidated ? 

If so, write us questions briefly and they 
will be answered in this column or other- 
wise. If personal reply desired, enclose 
stamped envelope. Address Inquiry Depart- 
ment. 


Q.—Would you advise using the Immediate 
Order in sending orders by public wire? 


Ans.—We would not. This kind of order 
is only intended for use in brokerage offices 
which are connected with the exchange by 
telephone or private telegraph wire. Your 
orders by public wire should be sent at a fixed 

rice or “at the market.” Always state how 
long orders are to stand; unless otherwise 
specified they are generally considered good 
for the day of their receipt only. If you wish 
them kept good add “G. T. C.” or “open.” 


Q.—A trader sells short 100 Copper at 44%. 
He enters an order to buy at 46% stop or at 
42. He makes no stipulation regarding the 
reduction of his buying orders when the stock 
sells ex-dividend. What would have been a 
fair execution of the above order, and why? 

Ans.—The Secretary of the New York 
Stock Exchange is authority for the state- 
ment that it is the custom of the “Street” for 
a broker to reduce both buying and selling or- 
ders, to an amount corresponding with the 
dividend rate, on the day when a stock sells 
ex-dividend. Your buying orders should 
therefore have been reduced to 45% or 41, and 
as Copper did not sell below 41%, a fair exe- 
cution of the order should be a purchase at 
45% on stop, or as near these figures as the 
market would permit. As you probably un- 
derstand, a stop order becomes a market or- 
der as soon as there has been a sale of 100 
shares or more at the stop price. In excited 
markets, such as we have had, it is often 
impossible for a broker to stop a stock at the 


exact figure given in the order. For instance, 
if 100 shares were sold at 454, and there was 
no more offered under 4534, the broker would 
be obliged to pay the latter figure. The plac- 
ing of a stop order, therefore, carries with it 
no assurance that a stock will be stopped at 
the exact figure. 


L. F. G., Trenton, N. J.—The firm issuing 
the booklet you sent us is not a banking 
house, as claimed. It is merely a bucket shop. 
The first chapters of our story “Ahead of the 
Ticker” show the futility of dealing with such 
concerns. Legitimate brokers who carry se- 
curities or commodities on margin, and who 
are safe to deal with, are almost invariably 
members of the New York Stock Exchange 
or some other exchange of equal standing. 
The house in question offers to carry stocks 
on a two per cent. margin and makes no 
charges for interest. These facts alone stamp 
it as a bucket shop. Don’t let them get any 
of your money. 


Q.—I beg to ask your advice in reference 
to the investment of an amount which I have 
on deposit in a savings bank, and which draws 
but four per cent. I am, in a large degree, 
dependent upon this and cannot afford to 
make any mistake as to its investment. I am 
strongly impressed with Steel Common. 
Would you advise its purchase as a conserva- 
tive, safe investment? 

Ans.—If you are, as you state, “in a large 
degree dependent” upon the money you have 
in the savings bank, you will make a mistake 
in drawing it out for the purpose of invest- 
ing in anything except high grade bonds, such 
as a savings bank would choose as an invest- 
ment medium. Steel Common contains great 
possibilities, but cannot, by any stretch of the 
imagination, be considered an _ investment 
stock. The very fact that you are dependent 
upon the money would work against you in 
any speculative operation in which you might 
engage. Buying Steel Common would be dis- 
tinctly a speculative venture. 


Q.—I have 100 shares of Interborough-Met- 
ropolitan Common. Please tell me what to do. 
Ans.—We regret being unable to advise 
you. Our replies to queries being limited to 
those bearing upon the science of speculation 
and investment, we suggest that you commu- 
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Car Trusts and Equipment Bonds 
Some of their Advantages 


nicate with one of the brokerage houses whose 
names appear on our advertising pages. In 
writing us, always give your address; we can 
then put you in direct touch with those best 
fitted to serve you. 


Q.—Referring to your suggestion in the No- 
vember issue, I should like to ask the ques- 
tion: What is a Bond? I have dabbled in 
real estate and deposited in savings banks all 
my life, and know nothing about this sub- 
ject. Also state how you figure bonds and 
what the usual commission charge is. 

Ans.—If you had a house valued at $10,000 
and wanted to raise $5,000 for some purpose, 
you would go to an individual or corporation 
and borrow the money, giving as security a 
bond and mortgage on your property. 

A Railroad or Industrial Compariy does the 
same. It executes in favor of a Trust Com- 
pany a mortgage and deed of trust for, say, 
$10,000,000, and divides this $10,000,000 mort- 
gage into 10,000 parts of $1,000 each. These 
$1,000 pieces are called bonds and are simply 
little slices of the mortgage. 

The principal, or face value of all these 
bonds, is payable at some fixed date in the 
future, and the interest is due semi-annually, 
each interest payment being represented by a 
coupon, which is attached to the bond. If the 
bond runs for fifty years, there will be one 
hundred coupons attached, one payable every 
six months. If the interest on the bond is at 
five per cent., each coupon will be worth $25 
when due. On the date these coupons are due, 
or thereafter, they can be deposited in your 
bank, the same as a check. When the prin- 
cipal becomes due, the company will either 
pay the face value of the bond ($1,000) in cash, 
or, as often happens, will offer you the privi- 
lege of taking another of its bonds, running 
for a further period, in exchange. 

There are a great many kinds of bonds, 
and many issues contain clauses giving the 
company the right to redeem them at a cer- 
tain price (usually above par) prior to the 
time when they are actually due. ‘Then there 
are various classes of bonds ranging from 
First Mortgage down to Income or Deben- 
tnue bonds (which latter are more or less 
mere promises to pay, and on which interest 
is not obligatory unless earned). 

The price of 108 for a bond means 108 per 
cent. of its par value. Each $1,000 bond at 
this Price, therefore, would cost $1,080. The 
commission is % per cent. on the face value, 
or $1.25 for each $1,000 bond. 


A subscriber writes: I have read with 
great interest the article in the November 
issue of THE Ticker entitled. “A Meth- 
od of Forecasting the Stock Market.” I 
do not know who wrote the article, but 
it is a most valuable one. 


One of the most desirable classes of in- 
vestment securities, from the standpoint 
of safety and yield, embraces the bonds 
or certificates issued by railroad compan- 
ies to enable them to purchase new equip- 
ment. These are known as “Car Trusts,” 
“Equipment Bonds,” “Equipment 
Notes,” and by various other similar 
terms, but they all represent a mortgage 
on rolling stock; that is, locomotives, 
freight and passenger cars, etc. 

This is a class of securities regarding 
which comparatively little is known to 
the average investor. The Wall Street 
Journal is authority for the fact that, 
“there never has been a default in an 
equipment bond.” The foregoing is 
rather a broad statement and may seem 
somewhat ovedrawn to those who have 
not looked into the character of this 
security. 

The reason why there has never been 
a default is so obvious that if the bond- 
buying public knew as much regarding 
equipment bonds as they do of first mort- 
gages and the various other bonds repre- 
senting liens or promises to pay, there 
would be a marked increase in the de- 
mand for “Equipments,” and a corre- 
sponding decrease in their yield. 

Some queries which have reached us, 
indicate that a word of explanation will 
be appreciated. Let us suppose that a 
railroad company finds its supply of lo- 
comotives and cars entirely inadequate 
for its growing traffic. To handle the 
business offered, it must at once purchase 
a number of new locomotives and some 
thousands of new freight cars. This in- 
volves a very considerable sum of 
money—much more than the road has at 
its disposal. 

The cost of such equipment, which it 
desires to purchase is, say, $5,000,000, 
and the road can spare but $500,000 cash. 

It therefore proceeds to make the pur- 
chase on the instalment plan. This is 
done by paying the $500,000 down and 
issuing $4,500,000 in Equipment Bonds, 
secured by a mortgage on the new loco- 
motives and cars. 

The new rolling stock, therefore, be- 
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comes immediately available, thus in- 
creasing the railroad’s capacity for han- 
dling freight, and enhancing its earning 
power. 

The principal on the $4,500,000 worth 
of bonds becomes due and payable in 
nine instalments, one year apart. In 
other words, $500,000 worth are payable 
every year for nine years. 

As these instalments are paid, the secur- 
ity increases and the liability decreases, 
for it must be borne in mind that the full 
amount of the equipment, viz., $5,000,- 
000 worth, is held as security, by the 
trustee of the mortgage, until the last 
instalment of $500,000 is paid. 

The following diagram shows at a 
glance the advantages of equipment 
bonds over all other forms of security: 
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1893, railroads whose trackage totaled 
nearly 100,000 miles, and on which there 
were outstanding $60,000,000 worth of 
equipment bonds and car trust obliga- 
tions, went into the hands of receivers. 

Almost without an exception, holders 
of these car trust obligations received 
one hundred cents on the dollar at a time 
when the same properties failed to pay 
the interest on their first mortgage bonds. 

Locomotives and cars are the life 
blood of a railroad, and receivers who 
operate the properties in such instances 
must have their equipment available or 
they cannot run the roads. 

The deed of trust given to secure such 
an issue of bonds requires the railroad, 
at its own expense, to keep all equipment 
in proper repair, and to replace such 
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Security in proportion to liability increases thus. | 





It will be seen from the above that the 
security behind the mortgage increases 
according as the amount of bonds out- 
standing is reduced, until, just before the 
last $500,000 worth of bonds are pay- 
able, the whole $5,000,000 worth of 
equipment stands as security for only 
$500,000 worth of bonds. 

Purchasers of such bonds, therefore, 
usually strive to secure those of the 
bonds which have longest to run. 

Holders of first mortgage bonds need 
not plume themselves on the fact that 
they are the first to be taken care of in 
case of a drastic reorganization. During 
the many receiverships since the panic of 


locomotives and cars as are ruined or 
damaged. The equipment also must be 
fully insured, and the payment of all 
taxes, assessments, etc., carefully looked 
after. 

It will be seen from the above, that 
securities of this character form one of 
the soundest investments which the mar- 
kets afford. 


An old farmer who hoarded his money 
until bargain days in the stock market 
presented the desired opportunity, re- 
marked: “If I could but live to see an- 
other panic, I would be fixed for life.” 





Self Advertising 


As Practiced by Thomas W. Lawson 


N his speech before the Sphinx Club 

on the occasion of its recent dinner 

at the Waldorf, Mr. Lawson threw a 

few side lights on the subject of his own 
advertising. 

At the conclusi n of his remarks his 
auditors were busy trying to locate them- 
selves, Mr. Lawson and the public. 

Here are some extracts: 

I started out early to play the adver- 
tising game, not to make it my life’s 
work. My life’s work is a different 
thing. I get my bread and butter and a 
little cake from my life’s work. 

Advertising is the game I play to get 
rid of the constantly increasing surplus 
that comes in from other sources. I early 
found out that most people—at least, 
most of the people I have ever met— 
have a want or something to fill a want. 
Those whom I have seen advertise had 
goods to sell and they wanted customers 
for those goods. 

With me it was different. My adver- 
tising experience was rather unique and 
very different from that of otkers. I 
never had anything to sell. I found out 
at the beginning that I had nothing to 
sell and I started in to advertise that fact. 
I have been doing that right along. It 
may seem queer but it is a fact. 

I found that the essential thing in ad- 
vertising was consistency. If a man 
has goods to sell he wants first to find 
out that he has them and then that he 
wishes to sell them, and then make up 
his mind that he wants to advertise them 
and keep on advertising them until he 
sells them. 

Consistency means just keeping on 
chewing and chewing the bone you want 
to chew on. Pick out the right kind of a 
bone and keep on chewing at it and some 
morning you will find that you have 
chewed it in two. 


Advertising Nothing. 


I started in having nothing to sell, 
proceeded to advertise it and kept on ad- 
vertising it, and this advertising has 


brought me into this peculiar position 
that many of you have perhaps wondered 
at. In the morning | advertise to buy 
certain stocks. At night I advertise to 
sell the same stock. You see my con- 
sistency consists in sticking to my incon- 
sistency. 

The stocks I advertise to buy belong 
to the public; they don’t belong to me. | 
can’t make money out of them. I am 
obliged to come out minus the cost of 
my advertising, consequently I am not 
beholden to any one but myself. That 
gives me the right if I advertise in the 
morning to buy stocks to advertise them 
at night to sell the same stocks, so that 
I am as consistent as the man that has 
goods to sell. I am constantly inconsis- 
tent. That places me in a unique and 
peculiar position. You all know that is 
so because it is a matter of fact. 

You see my advertising running in all 
the larger cities in America and in Eu- 
rope and costing a great deal of money, 
some time, a little effort, and it invari- 
ably reads, buy so and so’s stock, but 
before you start in to buy it see whether 
or not my advice is good. I have no in- 
terest in these stocks. If I have, don’t 
take my advice. If you find | have any 
interest in them, my advice is not good. 
I have no interest in those things that I 
am apparently sitting up all night tak- 
ing an interest in. That is where con- 
sistency, the foundation of all advertis- 
ing, comes in. 

Be consistent. Never contradict your- 
self if you have foods for sale. If you 
advertise nothing, then it is necessary 
to contradict yourself just as often as 
you advertise. It is always interesting to 
know how a man who has been advertis- 
ing for a long time is coming out or 
where he is coming out, so I'll show you 
my books. 

Results of Mr. Lawson’s Advertising. 

In the thirty-eight years I have been 
advertising nothing, and sticking to it 
consistently—I started originally with an 
income of three dol!ars for each fifty- 
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two per annum and my expenses were, 
roughly speaking, $12 to $14 per each 
corresponding fifty-two of the annum, 
and in that time I have spent between 
six and eight millions of dollars, in ad- 
vertising. I don’t know how much more 
than that I have spent, and ordinarily 
you will agree with me that it would 
not be nice to bring it down to dollars 
and cents, but as this is a heart to heart 
talk and won’t leak out, I had just as 
soon let it go and measure it by the dol- 
lars. 

I spent in one batch of advertising no 
less than $355,000. I have easily spent 
between six and eight millions of dollars 
advertising NOTHING. I have spent be- 
tween fifteen and twenty millions of 
dollars on the necessities of life. I have 
lost in that thirty-eight years forty or 
fifty millions of dollars down in that Wall 
Street roulette game. 

Don’t misunderstand me. Of course, 
if I started with an income of $3 a week 
and had an outgo of $12 to $14 a week, 
I must have made the forty or fifty mil- 
lions of dollars that I lost at the Wall 
Street roulette wheel. Some say I got it 
at the Wall Street Faro Bank, but any- 
how I lost the forty or fifty millions 
in that damnable, iniquituous game that 
is played down there, and where do I 
stand to-day? I told you I would show 
you my books. I have a dog, a lame 
horse, a couple of suits of working 
clothes, jumper and overalls for work on 
my farm, and one lecture outfit. 


The Lawson Pink. 


You have all heard of the Lawson 
pink. It was a simple thing. Just one 
pink. I saw it on the counter of a 
florist, asked how much it was, was told 
that it was thirty thousand dollars, took 
it, stuck it in my buttonhole, paid for it 
and walked out with it. That was the 
story that went around the world. You 
smile at it. It is a fact. That story has 
been printed in every language in the 
civilized world. One of the great jour- 
nals of Russia, a St. Petersburg news- 
paper, devoted three pages with twenty 
odd cuts, describing that transaction just 
as I have given to you. What happened? 
I must have received some sixty odd 
scrap-books full on the Lawson pink 


transaction, and at a low estimate I have 
received a million dollars’ worth of ad- 
vertising from it, all for an expenditure 
of thirty thousand dollars. 


That Amalgamated Story. 


I will give you another illustration. I 
started in to write the obituary—I should 
have said the autobiography—of my 
friend H. H. Rogers. I put it into the 
form of a story. Some of you may have 
read it. I took it down to Messrs. Ridg- 
way, Ridgway & Ridgway, and I sold it 
to them. I mean by that, I sold it my 
way. I agreed with myself to spend as 
much money advertising the magazine 
that contained the story as the Messrs. 
Ridgway would have paid another man 
to write the story. What was the result? 
Ordinarily, Ridgway, Ridgway & Ridg- 
way’s magazine, would have run back 
thirty to seventy per cent. from carry- 
ing one of my stories; yet it is a trade 
legend to-day, that my story did help the 
circulation of Everybody's Magazine. 
Why was that? A man gets out and 
spends his money to write an obituary 
or an autobiography of another man 
and, as a result, spends his money. Noth- 
ing to sell all the time and all the time 
signing checks to go and buy the maga- 
zine, and still advertising nothing. 

One little illustration on this point and 
I will quit. You don’t know how difficult 
it is for me to get to that place where I 
can quit. I began some two years ago 
advertising in Europe and in America 
simultaneously, that is, at the same time. 
I think this will be of some interest to 
you because it is a little different from, 
perhaps, any other kind of advertising 
that has been done. I ran over a few of 
the points of these peculiar advertise- 
ments that you read in New York, San 
Francisco, Chicago, St. Louis, London, 
or other European cities simultaneously. 
That is, they are printed simultaneously. 
What you read in New York you can 
read in London on the same day. 


His Market Advertisements. 


These advertisements are all about the 
market. They can’t be created until after 
three o’clock in the afternoon, when the 
market closes. They must be completed, 
that is, you must find the subject, round 

















it up, whip it into shape, and get it on the 
table lines by seven o’clock at night. This 
is because I must wait for the market to 
close at three o’clock, and it takes fifteen 
or twenty minutes, or a half an hour to 
diagnose the market of to-day in order 
to predict in an infallible way. 

Of course you can predict in a way 
that is not infallible, but to make an in- 
fallible prediction it takes from half to 
three-quarters of an hour. Then these 
advertisements run from fifteen hundred 
to five thousand words. I have, as I said 
before, spent as high as $385,000 on a 
single batch of advertisements. I have 
printed sixty-two in sixty-five days, some 
of them costing over thirty thousand dol- 
lars for a single day, with toll fees and 
cable fees running from twenty-five hun- 
dred to three thousand dollars in a single 
day. 

I will tell you how these advertisements 
were started. The papers were full. I 
had been working them to the limit for 
free advertising. They were full of poli- 
tical news and I wanted to express an 
opinion about the market. That is the 
way I put it. Some of the rest of you 
may say I wanted to hit somebody with 
a brick. The papers turned me down. 
I said, “Why not put it in the form of an 
advertisement ?”. It looked good. There 
is nothing in the world, you know, that 
looks as good as your own advertise- 
ment. 

If there is anything that will make a 
peaceful, God-fearing, law-abiding citi- 
zen get out and commit murder it is to 
have someone tell him that some other 
fellow’s advertisement is better than his. 
The advertising plan worked so well 
in Boston that I tried it in Chicago and 
all over the country. I tried it in Lon- 
don and it worked all right. I liked it. 
So you see, after all, how little some 
advertising men, most advertising men, 
know about their own game compared 
with those who don’t know. 

I want people to read my advertise- 
ments. That is what I spend money for, 
not to sell goods. London is slow com- 
pared with either Boston or New York. 
I cabled over to London to a newspaper 
and inside of a few weeks, what do you 
suppose they were doing? I cabled at 
half-past three o’clock that an advertise- 
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ment was coming. They ran out a lot 
of posters reading: “Read Lawson on the 
market to-morrow.” Now, that’s going 
some for London, by gum! The way 
they handled the advertisement made the 
said, slow-going Britishers sit up and 
take notice. Next morning the walls 
and billboards were covered with big 
posters reading, “Lawson gives an opin- 
ion this morning,” or something to that 
effect. 


The Man Who Does Not 
Adver-tise 


The man who does not advertise be- 
cause his grandfather did not, ought to 
wear knee breeches and a queue. 

The man who does not advertise be- 
cause it costs money, should quit paying 
rent for the same reason. 

The man who does not advertise be- 
cause he tried it and failed, should throw 
away his cigar because the light went 
out. . 

The man who does not advertise be- 
cause he doesn’t know how himself, 
ought to stop eating because he can’t 
cook. 

The man who does not advertise be- 
cause somebody said it did not pay, ought 
not to believe that the world is round 
because the ancients said it was flat — 
Indiana Retail Merchant. 








How the "Ticker" Can Serve You 


It will lay before you the scientific 
methods followed by people who are 
making money in the markets., 

It will answer inquiries pertaining to 
the Science of Speculation and Invest- 
ment in all markets, and present to yov. 
hundreds of answers of this character, 
all of which will help you in your opera- 
tions. 

It will distinguish between houses of 
the first class, the second class and the 
unspeakable class, and will put you in 
touch with responsible houses located in 
cities where it is most convenient for 
you to trade. 

It will help in a thousand ways to 
make your ventures or investmerts high- 
ly profitable and remunerative to you. 


THE TICKER. 


Something for Nothing 


Mistaken Idea Entertained by Most Novices Who Tuink They Can 
“Beat the Market” Off-hand 


LOT of people come down into 
the “Street” with the idea that 
they are going to get something 

for nothing. It is so easy for them to fig- 
ure out on paper where they think certain 
stocks or options will go, and when the 
evening newspaper publishes a plus sign 
alongside their particular pet for two 
successive times, they break records for 
chest expansion. 

“If I wasn’t tied down and could get 
up against the ticker day in and day out, 
I’d soon make ‘Jim’ Keene look like a 
piker.” That’s what they think. What 
they do is different. 

Making guesses and risking dream- 
money is one thing; pulling down your 
bank balance, putting up with the broker, 
and risking real money on actual transac- 
tions is another. 

Just let them try trading with their 
elbow on the ticker for a few days, and 
they'll quickly see how these theoretical 
profits will fade away. It’s a sure thing 
that the novice will buy, buy, buy, and 
never sell short. It’s a cinch that he'll 
do most of his buying on the bulges, 
thus getting caught nine times in ten. 

Every man is to-day the sort of busi- 
ness man his training and environment 
have made him. Practically, every one 
has had, before he tackles the tape, some 
sort of commercial experience. In nearly 
every case he has learned to buy first 
and sell afterward. Even the profession- 
al man in earlier years bought an educa- 
tion, hoping to sell his knowledge at the 
rate of several thousand per annum later 
on. And so when these people come into 
the “Street,” inexperienced but self-con- 
fident. they “just sort’er” naturally buy 
something which they “think” is going 
up. 
Pow the men who can only see one 
side of the market—who invariablv wants 
to buy before he sells, is plaving against 
tremendous odds. The would-be active 
trader who lacks knowledge of, or is 


prejudiced against, short selling, might 
just as well bring his money down in 
bundles at 8 a. M. and throw it through 
the transom over his broker’s office door. 


Popular Idea is the Wrong One. 


The popular idea seems to be that 
“playing the market” is like “playing 
the ponies,” but the facts are that these 
two speculative operations bear little re- 
semblance to each other. 

The action of the market is very like 
that of mercury in a thermometer—it has 
its high and low points but its intermedi- 
ate movements are made as the various 
elements affect it. No one would think 
of betting that the mercury would con- 
tinue to rise, even as the warm season ad- 
vances, but many people are always pre- 
dicting higher prices. They are chronic 
bulls as a result of their training and 
disposition, as well as their blindness to 
the essential factors in successful specu- 
lation. ; 

There is no business or profession on 
earth in which one can get something 
for nothing, but year after year sees its 
thousands of traders float into the 
“Street,” only to depart “short” of money 
and “long” of experience. 

Professional men comprise an impor- 
tant class of those who believe they can 
operate successfully without previous ex- 
perience. Take for instance, physicians. 
They are fully aware that no patient 
would pay them a fee if they had not 
spent long vears in preparation and were 
not thoroughly qualified to practice. And 
so it goes all down through the line of 
professional, business men and thousands 
of other classes who follow the tape. 
They seek something for nothing. The 
result is often nothing for something. 

To become a successful speculator, one 
must first acquire experience. This is 
best done by operating in 10 share lots 
on a 50 point margin, or by paying for 
stocks outright. 

















Folly of Using Small Margins. 

One of the first mistakes usually made 
by the outsider is an effort to beat the 
market on a 5 or 10 point margin. Any 
experienced Wall Street man will agree 
that the greatest source of loss and fail- 
ure in Wall Street is the tendency to 
over-trade. By starting small and with 
such a large margin of safety that no 
calamity, however serious, can affect 
one’s commitments more than temporar- 
ily, the trader will gradually acquire the 
requisite knowledge. 

The first few ventures should be made 
only when big slumps occur in the mar- 
ket. These can be counted on three 
times every year and sometimes, such 
as the present, stocks may be bought at 
ridiculously low figures. Purchases 
made at such periods should be held until 
the next boom comes, when profits of 
from 25 to 100% can be realized on care- 
ful purchases. 

Gradually the operator will learn the 
effect of news on prices and will be able 
in time to anticipate conditions and base 
his operations accordingly. Close study 
of the various securities will enable him 
to classify the safe and unsafe issues— 
those of known values and unquestioned 
earning power, as well as the highly 
speculative and over-manipulated kind. 
He will learn by making mistakes, but if 
he starts in this careful way, his original 
mistakes will not be costly, and as the 
Irishman put it, he will be “only hurted, 
not kilt.” 

In brief, the whole proposition of 
learning to speculate is like anything 
else in life—you must creep before you 
can walk. 

As Emerson wrote, “It is impossible 
to get anything without its price,” and 
the price of success in speculation is care- 
ful study, experience, thorough know- 
ledge of securities and markets, and the 
methods of the men who make these 
markets. 

If you expect to get something for 
nothing in Wall Street, stay out! 


One paragraph in Tae Ticker may contain 
information that will make or save thousands 
f dollars f-r you. The cost is one cent per 
business day—$3.00 per year—less than the 
smallest fluctuation on a round lot of stock, 
cotton or grain. 
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Market ’Rithmetic 


Many people hesitate to deal in securities or com- 
modities owing to their lack of technical knowledge of 
the subject. ‘his, to our mind, indicates false pride. 
There was a time when you knew nothing about the 
business or profession you now follow, but that did 
not deter you from making a start. Our greatest 
operators were once green hands at the business. 

General Instructions 

If you desire to deal in Stocks, Bonds, Cotton or 
Grain, the first requisite is to open an account with 
the banker or brcker with whom you have decided to 
deal. This is done by remitting the necessary margi 
in the form of a certified check, bank draft, post-o' 
or express order. Or you may deposit funds in your 
own bank for account of the broker, instructing the 
bank to notify him by mail, or by telegraph if expe- 
dient. Bear in mind, the broker must have your re- 
mittance, or be notified that your margin is in the 
bank to his credit, before he can execute your orders, 


USUAL MARGIN REQUIRED EQUAL TO 
Stocks .$5 to $25 per share. .$500 to $2500 on 100 


shares 

Bonps. .$50 to $100 per bond .$500 to $1000 on $10,- 
000 bonds 

Corton .$1 to $2 per bale..... #180, to $200 on 100 
ales 

Gratn..8c. to 5c. per bushel.$150 to $250 on 6000 
bushels 


Porx...$1 per barrel........ $250 on 250 barrels 
Riss....%c. per pound...... 250 on 50,000 pounds 
Larp...$3 per tierce........ 500 on 250 tierces 

These margins are the smallest received. You may, 
however, deposit larger margins if you wish, when 
the trade is bret made or at any time thereafter. Some 
traders believe they are “beating down” a broker 
when they induce him to accept a small —- In 
reality they are beating themselves down, for the 
surest way to lose money in the markets is to trade 
on thin margins. In extremely active markets, larger 
margins than the above may be required by the broker. 

7 Minimum Trades 

Stockxs.—Usually brokers prefer to execute orders 
in 100. share lots. Upon request, THe Ticker will 
recommend reliable houses which handle smaller lots 
on aap. All houses buy and sell small lots for 
cash. 

Cotron.—100 bales. 

Gratn.—-5,000 bushels. 

Porx.—250 barrels. 

Rrgs.—50,000 pounds. 

Larp.—250 tierces (340 Ibs. to the tierce). 


Commission Rates ; 
New York Srocx Excuance.—Stocxs—For buying or 
selling, 4%, equal to 12%c. per share on stocks 
of $100 par and 6%c. per share on those of $50. 
Ronps—$1.25 per $1,000 of face value. 
New York Cotton Excuance.—$15 for buying an? 
selling 190 bales (round turn). 
Crrcaco Boarpn or Trape.— 
Grain—'%e. per bu. for the round trade, equal to 
$12.50 on 10,000 bushels. 
PorK—$12.50 on 250 bbls., round trade. 
Rires—$12.50 on 50,000 Ibs, round trade. 
Larp—$15.00 on 250 tierces, round trade, 
Fluctuations 
SMALLEST CHANGE EQUIVALENT TO 
Stocks anp Bonps..% of 1%.$12.50 on 100 shares of 


$100 par 
Cotton..1 point, viz.: 9.20 to 
TE caceunesecoes $5 per 100 bales 
Gratn...%c. per bushel...... $6.25 on 5,000 bushels 
Pork....2%c. per barrel.....$6.25 on 250 barrels 
Larp....2%c. per 190 Ibs....$21.25 on 250 tierces 


Rrss..... 2%c. per 100 Ibs....$12.50 on 50,000 Ibs. 


Placing Orders A 
Orders should be given in either of the following 
orms: 
Buy 100 X. Y. Z. at (state price); 


or, 

Buy 100 X. Y. Z. “at the market.” 

‘The latter means at the best possible price, whether 
you are buying or selling. If your order is at a defi- 
nite price, the broker always understands you wish to 
buy at that figure “or better.” 

In placing an order at a fixed price, always state 
whether it is good for that day only, or “G. T. C.” 
(good till countermanded). When mothing is said on 
this point, orders are generally considered good only 
for the day of their receipt. 
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Two Types of Traders 


“What type of trader makes the most 
money in your office”? was the question 
asked the manager of a large New York 
Stock Exchange house. 

“There are two fellows who trade 
through us who seem to run a sort of 
continuous performance in profit realiz- 
ing. You will be surprised when I tell 
you that one of them keeps a balance 
upwards of $20,000 and yet makes a 
practice of trading in only twenty-share 
lots. The secret of his success lies in 
his method of cutting losses short and 
letting profits run.” 

“Do you mean by this that he uses a 
two-point stop order?” 

“Not on your life! When he gets a 
one-half point or one point loss, you 
can’t see him for dust. He cuts ‘em 


quicker’n lightning. I’ve seen him make 
nine trades in Reading in one day and 
they all showed profits. He makes a 
steady income by this method—his liv- 
ing, in fact, as he does nothing else— 
and piles up profits year after year. 

Another successful trader in our office 
is a man who, starting with $15,000, has 
pulled down $100,000 in checks and still 
has $65,000 to his credit. His method 
is to buy a stock when he thinks it is 
cheap and buy more on a scale down 
when it goes against him. If it turns his 
way, he pyramids every five or ten 
points. Most of his money was made in 
a prominent industrial which had a rise 
of over 100 points. The way he piled 
up profits on this stock was simply amaz- 
ing.” 





Jay Gould’s Corner in Northwest 


From the Great Wall Street Book 


“THE STORY OF ERIE” 
By Edward Harold Mott 


Jay Gould’s victorious downfall from 
the dictatorship of Erie, and his nonchal- 
ant retirement from his seat in the Di- 
rectory, were to be followed by still 
greater triumphs of his peculiar genius. 
After he had ceased to be the dictator 
of Erie, and was shorn of the great pres- 
tige he enjoyed and the wide influence 
he wielded as such dictator, there were 
ominous rumors of the appalling fate that 
awaited him at such time as the new Erie 
managers were ready to call him to ac- 
count for his shortcomings. 


There were men who made the 


mistake of judging him as one who 
would hesitate to call attention to him- 
self by resorting to any bold or aggres- 
sive methods in any operation he might 


undertake in Wall Street, and that, con- 
sequently, he would be a proper target 
for shrewd speculators to hurl their 
shafts at and relentlessly impale. Even 
the wily Daniel Drew had not learned 
enough from his past experience with 
Gould to know better, and it turned out 
that Henry N. Smith, long time Gould’s 
partner in the firm of Smith, Gould, 
Martin & Co., was led to seek profit at 
Gould’s expense and as a matter of pri- 
vate vengeance. Smith had been worsted 
previously in a speculative bout with 
Daniel Drew, a little operation in which 
Gould was concerned with him. He was 
moved to blame Gould for the loss he 
sustained, and demanded that Gould 
should make it good. This was not ac- 

















cording to the rules of Gould’s procedure, 
and he refused to comply with Smith’s 
demand. 

“Then I'll get good and even with you 
before another year!” exclaimed the 
angry broker. 


The Famous Corner in Northwest 


Jay Gould smiled and went his way, 


and the long and close friendship that 
had existed between him and Smith was 
broken there and then. Gould had then 
recently formed an alliance with his for- 
mer foes, Augustus Schell and Horace 
F. Clark, and others, in a bull move- 
ment in Chicago and Northwestern, al- 
though he was not at first known to be 
interested. Smith learned that Gould 
was in the movement, and he conceived 
the idea of operating heavily on the short 
side of the same stock, believing that he 
could catch Gould unaware, get him in a 
tight place, and make a million or so out 
of him. Smith had plenty of money and 
credit, and had always been a remark- 
ably successful manipulator of the stock 
market. But he had reckoned without 
his host this time. When he thought the 
time had come to drive Gould into the 
hole he supposed had been dug for him, 
he found that all the Chicago and North- 
western stock in the Street had been 
bought up by the Gould party, and that 
they had a tight and impregnable corner 
on it. 


Smith Caught in His Own Trap. 


Smith was short 40,000 shares, and 
Daniel Drew and William R. Trav- 
ers (an Erie Director of the new school), 
who had also taken that side of the mar- 
ket, with Gould in their eyes as their 
victim, each found himself short 10,000 
shares, Smith, as well as Drew and 
Travers, stood to make their contracts 
good at 75, and when they sought to 
make the turn, on the afternoon of No- 
vember 20th, the stock had advanced to 
100, and not a share was to be had any- 
where. Even at that price, a loss of 
$700,000 stared Smith in the face; but 
Northwestern was still booming upward. 

According to all the protestations of 
the new Erie management since it came 
into power, it had been leaving no stone 
unturned that it could find to turn which 








JAY GOULD’S CORNER IN NORTHWEST. 27 


would expose to it evidence upon which 
it could bring Jay Gould to justice for 
the wrong-doings he was charged with 
being guilty of while he was in control 
of the Company. 


A Ten Million Dollar Damage Suit. 


A suit to recover from him $10,- 
000,000 had been entered against him, 
but it was discontinued for lack of 
evidence to sustain it. ‘This evidence, it 
was believed, was contained in the books 
of the firm of Smith, Gould, Martin & 
Co., but these the Erie management had 
no power to examine. Well pleased and 
greatly exultant were the Erie people, 
then, as they declared, when Henry N. 
Smith, called on President Watson and 
Counsel Barlow, December 21, 1872, and 
informed them that he would open to 
them the books of Smith, Gould, Martin 
& Co., containing true accounts of Jay 
Gould’s Erie transactions, which would 
supply the missing evidence necessary to 
convict him of the long-pending charges. 

This delivery of Smith to the Erie man- 
agement followed closely on an interview 
he had had with Gould. When he found 
that instead of having forced his former 
partner into a corner, the latter had out- 
witted him and held him at his mercy, 
Smith lost no time in seeking Gould, 
believing that he possessed the weapons 
by which he could compel Gould to re- 
lease him from his desperate dilemma. 

“You must let me have Northwestern,” 
he said to Gould, “and let me have it so 
I can get out of this fix whole.” 

Gould declined to make any such ar- 
rangement, and at last Smith brought 
his weapons into use. 

“If you don’t help me out of this,” said 
he, “I will turn over the Smith, Gould 
& Martin books to Barlow—and you 
know what that means!” 

In his cool, imperturbable manner 
Gould replied : 

“Very well, turn them over. I have no 
objection.” 

Then it was, foiled, ou-the brink of 
financial disaster, and hot with rage, that 





Note.—The remainder of this story, to- 
gether with innumerable others like it, are 
contained in the book described on the next 


page. 
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Ahead of the Ticker 


By “BARD” 


This Chapter describes how, by clever transmission of genuine 


inside information, an exciting and profitable 


deal in Sugar is consummated. 


CHAPTER III. 

WEEK or ten days after Eddie 
and I dissolved purtnership I 
found myself again in the 
haunts of Wall Street. No use talking, 
I’d had a taste of itand wanted more. 
The recollection of having hit U.P. 
for a profit of three hundred cases 
in less’n two hours—even if I 
didn’t get it—simply wouldn’t down. 
There was a dash and snap to 
the idea that seemed to tickle a place 
you didn’t even want to scratch, it was 
so pleasant. So I scraped together 
another thousand and set out to re- 
cover the first one—a case of throwing 
good money after bad, I suppose 
you'll say? Well, not necessarily so. 
I find (and this is no joke) that it 
isn’t experience so much as just ordi- 
nary common sense that makes money 

in Wall Street. 
Somewhere around eleven o’clock 
I arrived at the office of a commission 
broker whose advertisement I had seen 
and took a seat in the traders’ room 
for the purpose of making observa- 
tions. He was a member of the New 
York Stock Exchange, all right 
enough, and everything was on the 
level; but the board boy had red hair— 
and I was willing to bet I had lost part 
of my money already. I asked a chap 
that seemed to be at home around 
there if that was the regular board 
boy, and he said: “Jimmie? Oh, yes. 
He’s been tending board here for, let 
me see—must be three years, I guess.”’ 
That settled ‘hat broker. I squeez- 
ed into a jammedfelevator and started 





for Broadway. On the way down still 
others did the same thing. At the 
bottom everybody as usual wanted to 
get out first, and I, lumbering, un 
fortunate—but for once lucky—cuss 
that I am, stepped on the skirt of the 
woman in front of me. Not one of 
those little I-beg-your-pardon pinches, 
you know; but I was on it for further 
orders and for an instant it seemed as 
if I simply couldn’t ge¢ off. 

Of course the owner of the goods 
turned round to investigate, and who 
should I find staring me in the face 
but Mignon! 

“Why, Jack Wilder!’’ she exclaimed, 
softly, yet with a perceptible little 
start. ‘“‘How in the world—’’ and 
then she burst out laughing. 

“No, I’m not in the world at all, just 
now,” I replied, enjoying her confus- 
ion immensely and adding as we 
walked out to the street: “I’m in a 
sort of paradise of delight at having 
located you again, you little minx. 
Are you going to lunch?” 

Yes, she was going to lunch, and I 
might accompany her, if I promised 
not to tread on her skirts again. I 
learned that she was handling the Bos- 
ton wire for the New York Stock 
Exchange house of Radway & Co., 
and right away it struck me that 
there was the house for me; a house 
with private wires—and other in- 
ducements. I told her of my plans 


and of what I had done, but she had 
a bucket of’ ice water in waiting. 
Said that if I opened an account with 
Radway it would be all up with her if 
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they discovered that we were friends, 
Why? Well, because. Tremendous 
Sugar orders came over the wire from 
the “Boston clique’ and they were 
very strict with their operators. So it 
was a question of being near her and 
not knowing her or of knowing her 
and not being near her,—a question 
easily decided. 

That same afternoon I opened an 
account with Radway & Co., and the 
very next morning made four hundred 
in Sugar, although before three 
o’clock I had lost most of it in Copper. 
But the next day I was in better form 
and the day after that I hit Sugar for 
two hundred cold. It seemed to 
come sort of natural for me to call the 
turns in that stock and I subsequently 
froze to it almost to the exclusion of 
all others. 

One day about a week later I again 
accompanied Mignon to lunch, and 
by way of a feeler incidentally sug- 
gested that if she wanted to, she 
could help me to pile up Sugar 
profits a good deal faster than 7 was 
doing it. 

“Oh, Jack! I couldn’t possibly do 
anything like that,” she replied, look- 
ing at me reproachfully. ‘How can 
you ask me?”’ 

It was a call-down, of course; and it 
made me sort of hot under the collar, 
for the small amount of trading / 
would do wouldn’t spoil the plans of 
the Boston people in the least. I swal- 
lowed the words I wanted to say, but 
there was no disguising my vexation, 
and Mignon saw it. So naturally the 
remainder of our little party of two 
wasn’t so “awfully lovely” as it might 
have been, and our return to the office 
was made almost in silence. 

Well, to cut out tiresome details, I 
plugged along for about a month after 
that, mostly in Sugar, and made some 
money. I purposely avoided Mignon 
and found that I benefited financially 
by giving all my time to the market. 
Things were going nicely, and in the 
course of events on a certain Tuesday 
morning when I lined up at the open- 
ing on the bull side of the field I was 
something like twenty-two hundred to 
the good. 

The day before I bought some Sugar 


and still held it, with a good profit 
showing. According to the papers 
and news bureau bulletins the de- 
cline in ‘“‘raws,’’ followed by an ad- 
vance in the price of the “refined,” 
meant that the fight between the 
Havemeyer and Arbuckle factions was 
amicably settled. ‘That was the cause 
so I read, of Monday’s advance; and I 
figured that the pgice ought to go toa 
great deal higher still. What’s more, 
Boston was reported to be heavily 
long—and I thought to myself what an 
elegant tip Mignon might give me if 
she wasn’t so danged finicky. 

I started out for lunch, and just be- 
fore leaving the office put in an order 
to buy 400 more Sugar, at 142, making 
600 shares in all. Outside I found 
Mignon waiting at the elevator, and of 
course I immediately endeavored to 
surround myself with a coating of 
ice. 

“‘Aren’t you getting about tired of 
being angry with me?” she asked, in a 
voice that really would have melted 
an iceberg, to say nothing of the thin 
veneer that / was sporting. And the 
upshot of it all was that we ‘“‘made 
up” and went to dine together. While 
we were seated at the table she asked 
of my success in the market. 

“Well, I don’t know yet whether 
it’s success or failure,’”’ I said. ‘‘But 
I’m buying Sugar for all it’s worth— 
maybe for more than it’s worth.”” A 
way of putting it, so I thought, that 
would prove a capital opening wedge 
if she knew anything about the stock 
and was inclined to put me wise. But 
she only nodded her head and said she 
hoped I was right, adding, after a 
“‘But you do trade too heavily 


pause: 
Jack; I’m sure of it. Something teils 
me so.”’ 


Dang poor advice, this—to make 
money on. But it was all I got. 
However, I didn’t want her to think 
me offended again and so as we passed 
out I purchased and presented her 
with a box of bon-bons. When I re- 
fused to taste them, because of a sin- 
cere dislike for candy, she accused me 
of being contrary and added, with a 
smile full of meaning: ‘I should 


think you would /zke sugar, when you 
make so much money in it.”’ 

















At the entrance of the building we 
parted, I to follow her to the office a 
few moments later for the sake of ap- 
pearances. After a short stroll I re- 
turned to the traders’ room and, look- 
ing at the ticker, found Sugar quoted 
at 1424. Running back over the tape 
I observed that it had during the last 
half hour sold as low as 1414, so I con- 
cluded that my order to buy 400 at 
142 had been duly executed, and that 
I now had a profit in it of $200. Just 
then the office boy came to ask me to 
step into the inner offices, as the head 
bookkeeper desired to see me. At 
the moment, however, I found him 
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a mild error had been made, and he de- 
sired to personally explain. It was 
really most trifling, only a matter of a 
few dollars; and as we stood talking 
Dennett himself approached and, 
apologizing, took Mr. Williams aside 
for a few words of private business. 

At that moment Mignon leaned 
back in her chair as though a momen- 
tary lull had come—but I happened 
to notice that she intentionally inter- 
rupted the clicking of the instru- 
ment by throwing it “open.” She 
arose and picking up the bon-bon box 
started on a round of “‘treat’’ for the 
crowd. First she offered it to the 








in the 
least disagreeable, as it gave me an op- 
portunity to observe Mignon at her 
work. And how her fingers did fly, 


busy—a circumstance not 


taking messages off the wire. Orders 
I supposed they were, for each slip of 
paper was rushed to the head order 
clerk—a most agreeable fellow by the 
name of Dennett and for whom I had 
formed something of a liking. 
Presently Mr. Williams, the head 
bookkeeper, came up to the railing 
that separated me from the space oc- 
cupied by the operators with a paper 
in his hand that proved to be a state- 
ment of my account. It seemed that 














operator at her own table, then to 
some clerks in the rear of the room. 
Finally she reached the bookkeeper 
and Dennett, who were still convers- 
ing but quite willing to pause long 
enough to help themselves to a pair 
of pink “toothache agitators’ with 
red cherries on top, and then, even 
before they had taken their eyes from 
her, and as if in avoiding rudeness no 
other course was open, she said: ‘‘Mr. 
Wilder, do you ever indulge?’’—at the 
same time extending towards me the 
bonbons which I myself had purchased 
only an hour before. 

The whole proceeding seemed so 
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singular that something impelled me 
to accept, and I was about to select a 
big brown chocolate drop when the 
hand that held the box deliberately re- 
laxed and the whole mess fell to the 
floor. 

“Oh! How stupid of me!” she ejacu- 
lated, with a little scream. “A thou- 
sand pardons, I beg of you.” Of 
course nothing short of a commotion 
ensued, and as she stopped to recover 
the scattered dainties Dennett and the 
head bookkeeper good naturedly aban- 
doned their conversation to assist 
her. All in the room were laugh- 
ing, except yours truly. If eyes ever 
talked, her did when she had looked 
steadily at me just the instant before 
the seeming accident occurred. Through 
my brain flashed her previous ref- 
erence to the bonbons as “sugar,” 
and at the same instant came the 
recollection of her act in silencing 
the telegraph instrument for the trivial 
whim of passing around a box of 
candy. 

And the “sugar” certainly had gone 
all to smash. Could I be right? Well, 
I would try it, anyhow. 

Just then Dennett passed on his re- 
turn to the outer office, but turned 
abruptly, as if on the impulse of the 
moment. “Oh, I say, Mr. Wilder. 
We bought that four hundred Sugar 
for you—I presume you knew,” he 
said. 

“You bought it?” I repeated. 

“Yes, your order was to buy,” he an- 
swered. 

I affected an expression of conster- 
nation, and in a moment he pro- 
duced my original order. Of course 
it read “buy,” all right enough—but I 
was gaining time; and at that I had to 
think pretty fast. 

“Well, it’s plainly my mistake,” I 
said. “But I wanted to sell four hun- 
dred—two to close my long stock and 
two hundred for short account. Close 
it all out at the market price now, 
quick!—and sell five hundred short 
besides, and sell a hundred more short 
every point down it goes.” 

“All right, sir,” Dennett called back, 
as he made double quick time to 
their “floor” ’phone. “Give me a writ- 
ten order to that effect, please.” And 


I saw my instructions sent over 
the wire to the floor of the Stock Ex- 
change. 

Mr. Williams handed me a blank or- 
der-slip to fill out, and as I started to 
write I glanced furtively over at Mig- 
non, who had returned to her instru- 
ment and was again reeling off orders 
by wholesale. Yes, sure as fate, there 
was a Satisfied little smile on her face 
as she bent closely over her desk. I 
lingered for a moment in hopes of get- 
ting a reassuring nod, but, as usual was 
disappointed. 

Out in the traders’ room all was the 
same as usual. Three or four gen- 
tlemen were lounging about in easy 
chairs, occasionally yawning and evi- 
dently impatient for the closing of 
what had thus far been a compara- 
tively dull day. I stepped to the 
ticker and commenced to run over the 
tape for quotations on Sugar, but there 
were no late prices out. There was 
a lot of stuff about bonds and other 
stocks that didn’t interest me in the 
least, and it all seemed so quiet and 
peaceful like that it required a big 
stretch of the imagination to bring my- 
self to believe anything startling was 
pending. For an instant the ticker re- 
mained perfectly motionless, and then 
came : 


S C 
400,1421%.. 





S 
115%... 142%..500.%.%.. 





This, interpreted reads exactly as 
follows: “Sugar, 400 shares at 142%. 
Amalgamated Copper, 100 shares at 
115%. Sugar, 100 shares at 142%; 500 
shares at 142%; 100 shares at 142%.” 
And of course, as every experienced 
trader will appreciate, having suddenly 
turned bearish on the market I was 
elated to notice that the heaviest 
Sugar sale—the 500 shares at 4%—was 
made at a slight recession from the 
price immediately preceding, thus indi- 
cating that it had been offered, rather 
than bid for. 

Again, for a moment, the ticker was 
silent, and then it did one of its funny 
little stunts—you know how it makes 
a noise at times as if something was 
unwinding at the rate of about six- 
teen hundred revolutions a_ second. 
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It was Buz-z-z-z, Buz-z-z-z, Bur-r-r-r, 
Buz-z-z-z—and then: 

CLICK! 

Click Click!. . .Click Click Click! 

Ciek CHIT .. SB... 
1500.142..! 

Lordy!—but didn’t I jump? Just 
like when a bum batter on the home 
nine takes your breath clean away by 
knocking a high fly way over the end 
fence, that was the way that fifteen 
hundred Sugar at 142 struck me. 
Don’t you catch what I mean? You 
expect something great to happen— 
and in this particular instance there 
was no disappointment on that score. 

Now the Sugar quotations were 
coming fast; in fact, there wasn’t 
much else but Sugar on the tape. It 
chased around for maybe a minute 
from 142 up to 142+ and sometimes as 
high as #—and every time it struck 
that # quotation I was on pins and 
needles for fear the next price would 
come 1424, a quotation that, to my 
mind, would have indicated that 
higher prices were coming. 

Talk about sweating blood! Say! 
I want to tell you that it’s easy to stand 
over a ticker and appear unconcerned 
when a stock is bowling along your 
way, and even when it’s going against 
you it isn’t much of a trick to keep 
cool. But when the blamed thing gets 
to bobbing around in narrow limits, 
sort of on the fence, as you might say, 
and just as likely to go up as down— 
then is the time.when all your other 
troubles become joys in comparison. 

But I had my little scare for noth- 
ing, as it was a long time after that be- 
foreTSugar was ever again quoted at 
1424. In about another minute I 
commenced to see stars—and say: 
It’s a cinch that my star was shining, 
all right, all right. Do you know 
what “‘stars’’ mean on the ticker tape? 
Well, whenever a new price is quoted 
at a rise or decline of more than # of a 
point from the preceding quotation for 
that same stock they print a little star 
right after the price as it appears on 
the tape, so that every one may know 
that no clerical error has been made. 
There was a long string of Sugar 
around 142 and 1424, and then in 
about two shakes of a}Manhattan 


Cocktail something like this hap- 
pened: 





1000.142..500.1414..#..200.142. 





followed by this: 





1404*.22004* 


S 
1500.1414*.4..1200.141*.. 





What would you have said to ¢haz if 
you had been standing over the ticker 
with the tape edging through your fin- 
gers, each inch of it as it passed along 
piling up a profit for you in hundred 
dollar bills? Pretty fine, eh? But in 
reality it was only a mean, stingy sam- 
ple of what was to follow. 

The price sneaked back to 1404, 
where it rested for a moment, and in 
that time I learned that my order had 
been duly executed, placing me 
“short”? 500 shares at 142+ and 100 
shares at 1414—and while the clerk 
was talking to me he got the report of 
another hundred sold at 1404, or seven 
hundred shares altogether. 

Then something suddenly let loose, 
and the way that Sugar tumbled, and 
staggered, only to stumble again and 
fall with a crash—and me getting 
short of it another hundred every 
point down—was one of the prettiest 
sights I ever want to see. I don’t 
know where they came from so quick, 
but by this time there were fifteen or 
twenty men standing around me, all 
craning their necks for a glimpse of 
the tape, and how I pitied the poor 
devils. Z7hey were forced to guess at 
what was coming, and as I reflected on 
the difference in our positions I felt al- 
most mean. Looking over my shoul- 
der at the right was a man whom I 
knew had bought Sugar earlier in the 
day, and my heart went out to him 
like an extendable telescope. But 
maybe he had bought to cover shorts, 
I thought, and so I asked: 

“Pardon me, but aren’t you carrying 
some Sugar?”’ 

He looked at me as if he could hard- 
ly believe his ears, an expression half 
divided between astonishment and in- 
sult in his face. He replied:'} 
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“Oh, I may have a few shares of it.”’ 
“That’s what I thought, for I un- 
intentionally heard you give an order 
this morning to buy some,’’ I answered 
by way of getting on a better footing. 
‘And I wanted to tell you to get out 
of it if you were still carrying it—and 
wouldn’t be offended at my advice. 
It’s going to smash all to pieces.” 

And would you believe it, that sun- 
of-a-gun shook out a sneer on his face 
and remarked, as much for the benefit 
ta others standing round as my- 
self: 

“Oh, I don’t know. When you’ve 
played the market as long as I have 
you won’t get so excited over a little 
dip of this kind. If you’ve got any 
short Sugar and care for my advice 
you'll cover it pretty quick.’”’ And 
with that he swaggered over to the or- 
der window and put in an order to buy 
more Sugar. 

I took a big reef in my telescopic 
heart, and inwardly resolved that never 
again would I be so foolish as to at- 
tempt to put another man right on 
the market. In another minute my 
uppish friend returned to the ticker, 
and found that Sugar was down a full 

oint, with every new quotation mark- 
ing a fractional decline. He put upa 
beautiful bluff, however, and said that 
if it dropped a little more he would 
duplicate his last order; that it was a 
cinch to buy it around those prices. 
Then some one in the crowd that 
seemed to side with me voluntarily re- 
marked that the news ticker reported 
that Boston was supposed to be sell- 
ing, to which the other chap replied: 

‘Boston be d——d. I’ve heard those 
kind of stories before. You'll see 
Sugar selling around forty (mean- 
ing one hundred and forty) by the 
close.”’ 

That was too much for my impulsive 
nature, for the price now was 1374. 
And almost before I knew what I was 
doing I turned to him and said: 

“T’ll bet you a hundred, you don’t.”’ 

“Oh, I wouldn’t want to steal your 
money, young man. ‘That would real- 
ly be too easy.”’ 

“Don’t worry about my money, my 
dear sir,’’ I answered, commencing to 
get hot. “I'll give you two to one on 
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it. And what’s more, I’ll bet you a 
hundred even that it will close below 


_its present price.” 


He was a cool headed, calculating 
cuss, and after an instant of hesita- 
tion, he said: 

“T’ll just take you up on those two 
propositions. What’s the last price 
there?”’ 

A stakeholder was quickly selected, 
and he put up his two hundred. I 
didn’t have enough cash in my roll to 
make good my three hundred, and so 
I went to the cashier and drew an even 
hundred cases from my account. 

And the bet was on. 

One hundred even that Sugar would 
close below 137+, and two to one that 
the last price would be under 140. Of 
course, as my opponent figured it, he 
stood to break even, as the worst that 
could happen, for the chances looked 
good for Sugar to close somewhere 
between 1374 and 140; and if a rally 
came that was strong enough to land 
the last price above 140 he would be 
three hundred to the good. 

But on my side I had the advantage 
of a falling box of bonbons, and of the 
two I think I felt the most secure. It 
was then about 2.30, and the break ap- 
peared to be checked. Little by little 
Sugar crept higher, until it finally 
touched 139. There was about 15 
minutes yet to go, and at that moment 
I was called to the order window. 


Dennett wanted to know what I was 
going to with all my short Sugar. 
“Vou can’t carry it over until to-mor- 
row on such slim margins,’’ he ex- 
plained. And I was evidently up 
against it. While I stood thinking it 
over, he continued, ‘‘You see we've 
got just an even thousand shares for 
you now, and there’s no telling where 
the blamed stuff will open in the morn- 
ing. You'll have to close a big por- 
tion of it out right away, or else give 
us more protection on it.”’ 

And the nerve of me! 

“All right, I’ll do that then, be- 
cause I don’t want to close it out 
now,” I said. ‘How much additional 
margin do you want?” 

“Well, let’s see. Averaging up 
your scale sales it stands you about 
140%. And the market now is —,” 
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he said, leaning over to look at his 
private ticker; ‘‘thirty-seven flat. 
That gives you a profit of nearly four 
thousand, and your margin brings 
your protection up to just about six 
thousand even. Suppose you give us 
five thousand additional.” 

I don’t know which idea was the 
most prominent, the fact that Sugar 
had slumped again in those last few 
minutes or that I was expected to hand 
over five thousand cold. 

“Will my check be satisfactory? I 
haven’t the currency with me, of 
course,’’ I explained. 

Yes, that would be all right. And 
so I took the pen Dennett handed me 
and scratched out a call for $5,000 ona 
bank account that might have been 
worth $250 certainly not $300. And 
Dennett accepted it with thanks and 
shoved out a receipt. 

Oh, I tell you, it takes ‘“‘nerve’’ to 
speculate. 

And then I hustled back to the tick- 
er and found Sugar 1364. They were 
pounding it again, sure enough, and 
it didn’t seem to have any fight left 
init atall. Every time a big block of 
stock came out the price sagged a 
fraction lower, and at two minutes 
after three o’clock it was still going 
down—on the tape, although the mar- 
ket, of course, was closed. ‘The sales 
of the last few minutes had been so 
heavy and so numerous that the ticker 
had fallen behind. 

But at precisely 3.03 the word 
“CLOSING” came out on the tape, 
and the last quotation for Sugar stood: 





Ss 
400.135%..136..500.135%..1500.4*500.#. 





500 shares at 1353! And both of my 
wagers were won. 

My open trades in the market show- 
ed a clean profit at this price of five 
thousand dollars, yet that knowledge 
was not so sweet as the reflection 
I had bested the bullish duffer that 
‘hated to take my money.”’ 

Instead of going direct to the Club 
after the market closed I dropped 
around to see my old-time chum, 
Billie Ardsley. He thought it a 
gteat joke when I announced that 


I’d called on business, but soon be- 
came interested when I told him 
about that $5,000 check. ‘‘Would 
he help me out? Well, I should say 
so!’”’ And when together we set out 
for a club dinner I had his check for 
the required amount safe in my inside 
pocket. 

Naturally at ten o’clock the next 
morning I had a pressing engagement 
at the bank, and so I was not on hand 
to see the opening of the market. 
It was about 10.30 when I again found 
myself standing over the ticker, and 
Sugar was selling at 132! It had 
opened off a full point and from that 
moment had sagged steadily. 

I watched it for some time and then 
a lull coming, sat down to open and 
read a letter that had arrived in my 
morning’s mail. It was penned in a 
flowing yet pretty hand, in the style 
peculiar to telegraph operators, and 
was short and sweet. After perusing 
it once I read it again, and then I re- 
tread it. In fact, for a few moments 
all thoughts of the market vanished 
from my mind as I reflected over these 
lines, undated, addressed to no one in 
particular, and unsigned: 

‘“““One good turn deserves an- 
other.’ I havenot forgotten one night 
at the Club. Don't be hoggish.” 

That was all it contained. 

“Don’t be hoggish!”’ 

After a bit of reflection I walked 
straight to the order window and 
told Dennett to buy in all my short 
Sugar, and as he telephoned my in- 
structions to the ‘floor’? I wrote the 
order on a proper blank and signed 
it. Then I moved to the ticker, and 
- cian half a minute it clicked out 
this: 





1000.1311... 





That was mine. And, barring com- 
missions, it converted paper profits 
amounting to nine thousand dollars 
into cash. I took my broker’s check 
for $5,000 and went over to Billie 
Ardsley’s office to repay him his loan; 
and when I returned at 12 o’clock 
Sugar had climbed up the scale to 
1364, or nearly five points above where 
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I had covered. Dropping into an 
easy chair I drew again from my pock- 
et the little scented note, and as I 
slowly tore it into small bits, reflected; 
that while it is a very good thing at 
times to be ahead of the ticker, suc- 
cess, after all, depends much on some 


common sense rules. And one of 
them is: 


“Don’t be hoggish.”’ 
...GOOD.NIGHT.. 





Ss 
500.136#..200.+4.. 





The Oldest Trader in Wall Street 





Maintained an Account with One House Continuously for Forty-nine Years 





Probably the oldest trader in Wall 
Street up to the time of his death, which 
occurred a few months ago, was Edward 
B. Wesley, and old time Stock Broker 
and a Director in the Union Trust Com- 
pany of New York. Although Mr. Wes- 
ley reached the age of ninety-six, he was 

_as active and hearty as a man thirty 
years younger. 

In 1857 Mr. Wesley opened an ac- 
count with the firm of Van Schaick & 
Company, which concern celebrated its 
fiftieth anniversary in October last. This 
account has stood on the firms books ever 
since. 

Such a remarkable record speaks well 
both for Mr. Wesley's ability as a trader, 
and for the kind of service evidently ren- 
dered by Van Schaick & Company. 

Believing the matter to be of general 
interest, our representative called upon 
the firm and obtained the following in- 
formation : 

“Edward B. Wesley started in life as 
a peddler. He was one of the most ver- 
satile men I have ever met. During his 
long life he was interested in a great 
variety of enterprises. He was one of 
the founders and furnished half the capi- 
tal when the New York Times was 
started. 


“He followed no particular method of 
trading, but it was his practice to sell 
against his investments whenever he 
thought prices were high. For instance, 
if he held in his safe deposit box 500 
shares of a stock, and that issue sold up 
to a price which he thought was com- 
paratively high, he would go short with 
his broker an equal number of shares, 
still retaining the certificates which 
stood in his name. 

“When the stock declined he would 
cover his shorts, making a profit which 
reduced the original cost of his invest- 
ment. They never could catch him on 
the short side, as he was always in a posi- 
tion to deliver the stock in case of a 
corner. 

“He also made considerable money 
selling privileges, and was always on 
hand during bargain days. He was a 
friend of such men as Hamilton Fish. 
Thurlow Weed, Samuel J. Tilden, Ros- 
well P. Flower and Levi P. Morton. He 
was an active trader during the old days 
when this house was numbered among 
the confidential brokers of Jay Gould and 
Russell Sage,.and was highly esteemed 
by Jenkins Van Schaick, who founded 
this concern in 1857, as well as its pres- 
ent members.” 





The New York Cotton Exchange 
Its Relation to the Cotton Trade 


From an Address Delivered Before The National Association of Cotton Manufacturers: 
By Arthur R. Marsh. 





T is the fashion to say that New York 
is not a natural cotton market and 


that the business of the New York 
Cotton Exchange is mainly speculative. 
The voice of the Southern agitator is 
heard in the land, declaring that the New 
York Cotton Exchange is part of the 
malevolent machinery of Wall Street; 
that it is dominated by unscrupulous 
gamblers; and that it were better 
for all those having a _ legitimate 
interest in cotton, whether as _ pro- 
ducers or as consumers, if the blight 
of its malign influence could once 
and for all be removed. It is true, to be 
sure, that at least three-quarters of the 
annual cotton crop of the United States 
is handled by members of the New York 
Cotton Exchange. It is also true that 
yearly transactions in actual spot cotton 
are larger in New York than in any 
Southern market, except New Orleans 
and possibly Memphis. Yet the cry con- 
tinues that New York has no natural or 
necessary place in the great economy of 
the world’s cotton business ; and that the 
greatest single benefit that public senti- 
ment or legislation could confer on this 
business would be the elimination of the 
New York Cotton Exchange. 

I have the honor to be before you to- 
day,—myself one of the unscrupulous 
gamblers of the New York Cotton Ex- 
change,—given an opportunity to show 
you, if I can, that this institution may 
perhaps have a use in the commercial 
world; and that slowly, steadily, as the 
years have gone by, as the broad acres 
of the South have given ever more abun- 
dantly of their increase of cotton, as the 
new spindles from one end of the world 
to the other have begun to hum by the 
tens of thousands and hundreds of thou- 
sands and millions, the New York Cot- 
ton Exchange has proved to have a func- 
tion, hardly dreamed of by its own 
founders, yet of such great and far- 


reaching importance that the cotton busi- 
ness of to-day is simply inconceivable 
without it. To explain this as briefly as 
may be is the difficult task which I have 
undertaken to-day. 


The Evolution of the New York Cotton 
Exchange. 

A bit of the history of the past is often 
a help towards understanding a present 
condition, particularly when that present 
condition is the result of an evolutionary 
process, and has come about through the 
efforts of many able minds to adjust 
themselves to the underlying necessities 
of the business in which they find them- 
selves engaged. The New York Cotton 
Exchange, as it is to-day, is the result of 
just such an evolutionary process, and 
the place it occupies in the commercial 
world is the result of gradually per- 
ceived necessities of the cotton business 
as a whole, and not the outcome of a 
preconceived program of any one man 
or any group of men. A little of the his- 
tory of the cotton business in New York 
will make this clearer. 

Before the Civil War, the cotton busi- 
ness in New York was simply one form 
of the old-fashioned commission busi- 
ness, exactly like the business of handl- 
ing molasses, sugar, hides, wool, country 
produce, and many other similar agri- 
cultural commodities. Indeed, at the 
start one and the same commission mer- 
chant generally dealt in several of these 
commodities at the same time, insofar as 
his capital permitted. In the methods of 
doing business these early cotton commis- 
sion merchants of New York differed lit- 
tle from the small interior country mer- 
chants or factors of to-day. Like them, 
they advanced money for the raising of 
the crop, either directly to large planters, 
or through trusted Southern correspond- 
ents to smaller planters in selected locali- 
ties. When the crop had been picked and 
ginned, the planters, as a matter of 
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course, shipped it to New York to be sold 
by the commission merchants for their 
account, thus repaying the advances they 
had received, and obtaining, if Provi- 
dence was kind to them, some small bal- 
ance as profit on their crop. Commis- 
sions, interest, and expenses were what 
would now be regarded as extortionately 
high, and wastefulness marked every 
step of the transactions; but human wit 
had as yet found no better way, and 
what could not be cured must be en- 
dured. Thus it was that New York annu- 
ally got a stock of cotton for sale; and 
to New York came the small New Eng- 
land spinners for the weekly or monthly 
supply of the raw material which they 
needed. 


Cotton Market During the Civil War. 


The Civil War completely upset the 
regular conduct of the cotton business in 
New York, as just described. While it 
lasted, there were, of course, no regular 
shipments of cotton to New York from 
the South, and the only source of supply 
consisted of lots of cotton which the 
Government from time to time got hold 
of through the capture of blockade run- 
ners or through confiscation in the South. 
Naturally, such lots of cotton could not 
he handled on a commission basis, but 
had to be bought outright as a specula- 
tion. The huge profit made by some of 
those who bought this Government cot- 
ton was the real beginning of general 
speculation in cotton in this country. 

And the same thing happened across 
the water, in Liverpool. The fierce de- 
mand and the uncertain and inadequate 
supply gave opportunities for vast and 
sudden profits such as have never been 
seen before or since in connection with 
any commodity. And, curiously enough, 
it was out of this wild speculation of the 
time of the Civil War that the entire 
modern method of handling the cotton 
business was evolved. For, in their eag- 
erness to get hold of cotton, speculators 
began to buy not only actual cotton on 
the spot in New York or Liverpool, but 
“cotton to arrive,” when they got wind of 
a lot of cotton on some ship destined for 
one or other of those ports. Here was the 
beginning of the system of trading in 
cotton futures, which has gradually revo- 


lutionized the whole cotton business in 
every root and branch. For certain very 
clever men, whose business was that of 
cotton merchants and not speculators, 
saw a way to make use of the extensive 
trading in contracts for “cotton to ar- 
rive” as a protection to themselves in 
their legitimate buying and selling of 
actual cotton. 


Origin of the Present Methods. 


It was two or three years after the 
Civil War that this new conception of 
the cotton business took shape in the 
mind of one of the most brilliant cotton 
merchants the world has ever known, 
the late Mr. John Rew, of Liverpool, 
whose firm is still in existence. In 1868 
or 1869, Mr. Rew saw that the newly 
laid Atlantic cable made it possible for a 
cotton merchant in Liverpool to ascertain 
with unheard-of quickness the price at 
which actual cotton could be bought in 
the Southern States, and the approximate 
date at which it could be shipped to Eng- 
land. 

He also saw that if the price that 
was being bid in Liverpool for “cotton to 
arrive” was high enough to enable him to 
buy the cotton in the South and sell con- 
tracts for this same “cotton to arrive” in 
Liverpool, two or three months later, he 
could enter into the transaction with en- 
tire safety, as when his cotton reached 
Liverpool, he could either deliver it to 
the parties to whom he had sold the con- 
tracts; or, if some spinner was willing 
to pay a higher relative price than the 
holder of the contracts had agreed to 
pay, he could buy back his contracts and 
sell the cotton to the spinner with the 
larger profit to himself. Here was a 
method, then, by which Mr. Rew or any 
other importer of cotton into Liverpool 
could relieve himself of the great risks 
attending the handling of a commodity 
which had become highly speculative, 
and go serenely about his business of im- 
porting cotton into Great Britain, able to 
make a fair profit on every importation, 
and yet always able to work on a much 
narrower margin than any of his old- 
style competitors, because they were car- 
rying the merchant’s risk, with its alter- 
nate profits and losses, while he had only 
profits. 

















Establishment of the New York and 
Liverpool Cotton Exchanges. 


The immediate and large success ob- 
tained by Mr. Rew in his new way of 
conducting the cotton business attracted 
the instant attention of the ablest cotton 
merchants both of Liverpool and New 
York; and when, a year or two later 
(in 1870 and 1871, respectively) the 
Liverpool Cotton Association and the 
New York Cotton Exchange were or- 
ganized, the best men in the trade had 
adopted the new scheme as the basis of 
their business. Already before the or- 
ganization of these great Exchanges, the 
methods of dealing in contracts for “cot- 
ton to arrive” or “for future delivery” 
had become fairly well systematized. For 
example, the contract unit had already 
been made 100 bales, or, rather, a suff- 
cient weight of cotton to be equivalent to 
about 100 bales as generally put up in the 
South. 

The period during which delivery 
might be made under the contract had 
been fixed at two months in Liver- 
pool, and one month in New York; the 
reason for this difference being that in 
those days the duration of an ocean voy- 
age to Liverpool was necessarily uncer- 
tain, and it was considered fair that a de- 
livery of cotton out of a vessel arriving 
at any time during two coupled months 
should be a good delivery. Hence we 
have to this day (though such will not 
be the case after January 1, 1908), all 
the trading in Liverpool contracts done 
in coupled months, #. ¢., May-June, July- 
August, January-February, etc. In New 
York, on the other hand, it was felt that 
the arrival of cotton could be calculated 
within a single month, and so contracts 
for future delivery covered only one 
month, January, March, July, etc. These 
details and many others were at once em- 
bodied in the By-laws and Rules of the 
Liverpool and New York Exchanges, 
and other By-laws and Rules were adop- 
ted to produce absolute uniformity, 
equality, and fairness in all trading, 
whether between members of the Ex- 
changes themselves, or between members 
and the public at large. Here, then, as 
last, the cotton merchants who had 
seized upon Mr. John Rew’s new method 
of conducting the cotton business had all 
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the facilities they required. They had 
organized exchanges, with fixed rules 
governing all contracts, and bringing to- 
gether a larger number of persons en- 
gaged in trading in cotton than ever be- 
fore; they had constantly increasing tele- 
graphic and cable facilities, greatly di- 
minishing risk by eliminating delay ; they 
had hitherto unknown facilities for gath- 
ering information about every aspect of 
the cotton business, the crop, the needs 
of spinners, the state of trade, financial 
conditions in general, the rates of inter- 
est and exchange everywhere, and ,as 
time went on, even the weather in every 
part of the country. They were thus 
enabled to do an ever larger and larger 
business, with an ever diminishing mar- 
gin of profit, and at the same time to give 
both the producer and the consumer an 
efficiency of service utterly impossible in 
the old merchandising and general com- 
mission-house days. 


Misconception of the Main Principle. 


There was, however, one serious defect 
in the conception of these first modern 
cotton merchants of the true and lasting 
basis of the very thing upon which all 
their operations were based, i. ¢., the con- 
tract for the future delivery of cotton as 
entered into upon all the great Ex- 
changes. And, curiously enough, this 
misconception has persisted to the pres- 
ent day, even among many members of 
the Exchanges themselves, and particu- 
larly on the part of the public at large. 

Indeed, I feel sure that many of my 
present hearers labor under the miscon- 
ception, and probably regard transactions 
in cotton futures somewhat askance for 
this very reason. This misconception 
arose from the very state of things that 
Mr. John Rew and his successors took 
advantage of to develop their new 
scheme, namely, the constant and violent 
speculation in cotton resulting from our 
Civil War. 

It is unquestionably true that in 


Mr. John Rew’s mind the only buyers 
of contracts for “cotton to arrive” or 
“for future delivery” were speculators, 
who preferred to buy a contract, involv- 
ing no immediate payment of the full 
value of the commodity, rather than to 
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dig into their pockets at the outset and 
saddle themselves with interest, ware- 
house charges, insurance, etc., into the 
bargain. To the early cotton merchants 
of the new school, then, the Cotton Ex- 
changes were undoubtedly the abode of 
cotton speculation; and the early idea 
was that the merchant could make use 
of the everlasting propensity of the 
speculators to buy, so as to insure him- 
self against the ups and downs of the 
market. Let the speculator take the risk, 
was the watchword, openly uttered; and 
the opinion became universal, within 
and: without the cotton trade, that with- 
out speculation the Cotton Exchanges 
could not exist. 

Now, to organize Cotton Exchanges 
on such a conception as this was simply 
to build houses on the sand. If this 
notion had been the true one, we may be 
sure that both the Liverpool and the New 
York Exchanges would long since have 
disappeared. There is nothing in the 
world more uncertain and fleeting than 
speculation in any given commodity. 
Though the desire to speculate ever en- 
dures in the human heart, the object 
towards which it is directed changes 
more rapidly than the shapes in a kalei- 
doscope. And it is strange that thinking 
men in the cotton trade itself should 
even to-day continue to believe and assert 
that the very basis of this greatest of all 
modern businesses is that very will-o’- 
the-wisp of human activities, 7. e., specu- 
lation. 

One would think that the absurd- 
ity of such a supposition would be 
brought home to every mind by the mere 
contemplation of the figures and amounts 
involved. It was perhaps not so strange 
that Mr. John Rew and his contempo- 
raries, knowing that at that time only a 
few hundred thousand bales of cotton 
had to be carried at any one moment by 
speculators, should imagine that in sell- 
ing future contracts they were dealing 
only with speculation. But how can any- 
one to-day, realizing the millions of 
bales that have to be carried at times 
by someone, and realizing the hundreds 
of millions of dollars of credit or actual 
cash involved, suppose for an instant 
that the real basis of the great contract 
markets is speculation? 


The True Function of the New York 
Cotton Exchange. 


And now I am coming to the question 
of the true function of the New York 
Cotton Exchange to-day. This is not, 
believe me, to afford a ready place for 
cotton speculation, nor even to furnish 
spot merchants with cheap insurance 
against loss on their transactions. We 
certainly have speculation on the New 
York Cotton Exchange, sometimes in 
greater, sometimes in less volume; and 
for my part, I think it will be a sorry 
day for the country, if ever we give up 
trying to forecast the future, and risking 
something of what we have, in the hope 
of gaining more. But though this is so, 
speculation is not to-day the main, or 
even a large part of the business of the 
New York Cotton Exchange. I am per- 
fectly confident that an actual analysis of 
the transactions of the New York Cot- 
ton Exchange for a day or a week or a 
month or a year (if such analysis were 
possible), would show that not 25% of 
those transactions are speculative. In- 
deed, I believe the proportion is far less 
than this. 


The truth is that silently, unob- 
served, uncommented-on, a new kind 
of use of future contracts in cotton 


has developed in the great Exchanges. 
giving them a new basis and a new and 
vastly more important function. Though 
the off-spring of the old use, this new use 
is in its most essential characteristics 
very different and very remote from its 
parent. This new use of the cotton 
future contract is as a simple means of 
employing the resources and the credit of 
the producers, the manufacturers and the 
consumers of cotton. from one end of the 
world to the other, to distribute the im- 
mense total risk involved in this greatest 
of all present human industries. 


The Distribution of a Two Billion Dol- 
lar Risk. 


Do you ever stop to think, gentlemen. 
of the vastness of these risks? Of the 
huge credits involved in getting each 
year’s crop of cotton from the farmers’ 
fields to the wearers’ backs? Of the 
fearful losses that might be incurred all 
along the line, if there were no means 
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of distributing the risk practically over 
the whole human race. We are now deal- 
ing every year with practically 20,000,- 
000 bales of cotton of all growths, worth 
more than $1,000,000,000. In addition 
to this, we have to carry all the time at 
least six months’ output of all the spin- 
dies and looms of the world, yarns and 
goods that have not yet reached the ulti- 
mate consumer. These are worth at 
least $1,000,000,000 more. In other 
words, the cotton industry of to-day 
means a constant strain on the liquid 
financial resources of the world of at 
least $2,000,000,000—to say nothing of 
the capital invested in the farms that pro- 
duce the cotton and the mills that manu- 
facture it. 

Obviously, here is a stupendous load, 
involving in the aggregate enormous 
possibilities of loss. It is inconceivable 
that credits could be obtained for such 
vast transactions, unless it were known 
tha tthere were means of so distributing 
the risk that the individual merchant or 
manufacturer was not likely to be 


crushed by his share of the burden. 
And, gentlemen, the most important of 


all existing means of accomplishing this 
to-day is the contract for the future de- 
livery of cotton, as made in all the great 
Exchanges, but particularly on the New 
York Cotton Exchange. Here is the new 
use, far transcending in importance the 
old use, of the trading in contracts on 
these Exchanges. 


The Underlying Principle—the “Hedge.” 


Now, gentlemen, every. important 
function of the organized effort.of men 
must have an underlying reason founded 
upon some necessity in the conduct of 
the world’s business. And this reason 
can always be expressed by one clear- 
sighted enough to penetrate to the inner 
nature of things, in the form of a con- 
ception or idea that will be found to dom- 
inate more or less consciously the prac- 
tical carrying out of the function. As the 
cotton trade in general puts it, the under- 
lying idea in modern trading in cotton 
future contracts is that of the “hedge.” 

All cotton men to-day know, or think 
they know, what a “hedge” is, and how 
it is used. As they would state it, a 
“hedge” is the purchase or sale of con- 
tracts for one hundred or more bales of 


cotton for future delivery, made, not for 
the purpose of receiving or delivering 
the actual cotton, but as an insurance 
against fluctuations in the market that 
might unfavorably affect other ventures 
in which the buyer or seller of the 
“hedge” is actually engaged. In truth, 
a “hedge” is all this, and a great deal 
more. And it is this generally unstated 
additional element in the “hedge” that 
is the most interesting part of it. I shall 
try, as briefly as possible, to show what 
this is; and if I succeed in making it 
clear to you, I shall also have made clear 
the true function at the present time of 
the New York Cotton Exchange. 

The modern “hedge” in cotton does 
not rest upon the idea held by Mr. John 
Rew and his contemporaries, that there 
are always speculators in cotton whose 
enthusiasm can be made use of by cold- 
blooded merchants to insure themselves 
against loss. It rests upon the percep- 
tion, which has slowly and often dimly 
come to many minds in the cotton trade, 
that all the different kinds of cotton in 
the world, stand, by and large, year in 
and year out, in fairly fixed relations to 
each other as to value; and that further- 
more all the different kinds of goods 
manufactured of cotton stand within 
reasonable limits in fairly fixed relations, 
as to value, with all the different kinds 
of cotton; and that, finally, all the raw 
cotton and all the cotton goods in every 
part of the world stand in fairly fixed 
relations of value with the price of raw 
cotton at New Orleans, Liverpool and 
New York. 

In other words, given the price at 
which raw cotton can be bought and sold 
in these great markets, any expert can 
figure out approximately the value of 
cotton at any point in the Southern 
States, or in New England, or at Milan, 
or at Augsburg, or Moscow; and also the 
value of cotton sheetings in Shanghai, or 
Calcutta, or Aden, or Buenos Ayres. 
There are, of course, multitudinous 
minor variations of value at these vari- 
ous places, dependent on local supply and 
demand ; but in general the statement as 
a whole is correct. 


How it Protects the Cotton Manufac- 
turer, Producer and Merchant. 
Now, this great principle is tue basis 
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of all “hedging” in the cotton trade, and 
in particular of hedging by means of 
contracts for future delivery on the great 
Exchanges. It has gradually become 
clear to the cotton manufacturer that, 
when he has offered to him a contract for 
his goods calling for, let us say, 1,000 
bales of Good Middling cotton, he does 
not have to reject the contract simply 
because he does not at the moment know 
where to put his hands on 1,000 bales of 
Good Middling cotton. He can protect 
himself by buying 1,000 bales of any 
kind of cotton, anywhere, sure that when 
he finds someone to sell him the 1,000 
bales of Good Middling he requires, he 
can himself sell out the 1,000 bales of 
other cotton he has bought as a hedge at 
a price fairly relative to what he has to 
pay for his Good Middling. In the same 
way, the man, whether cotton producer 
or merchant, who has on hand some cot- 
ton for which no immediate buyer is in 
sight, is not left helpless, exposed to pos- 
sible loss through a decline in the mar- 
ket. He can sell in one of the great 
markets a contract for an equivalent 
amount of cotton for future delivery, 
knowing that when his buyer turns up, 
he can dispose of the actual cotton in his 
possession at a price fairly relative to that 
at which he can buy back the contract he 
has sold. 

Here, then, we have the simple prin- 
ciple which conservative, non-speculative 
merchants, manufacturers, and even to 
some extent cotton-producers, have per- 
ceived to give them a method of con- 
ducting their business without having to 
face the possibility of disastrous losses. 
It is inconceivable that the cotton trade 
having once begun to use this principle 
should ever give it up. On the contrary, 
the time will surely come in the near fu- 
ture when any merchart or manufac- 
turer who does not avail himself of this 
method of conducting his business will 
justly be regarded as an out-and-out 
gambler, without credit from the banks, 
or stockholders, or the commercial pub- 
lic at large. 


The tape has its disappointments, but 
almost invariably, carelessness and not 
poor judgment is the cause of failure. 


THE TICKER. 





SPECULATION IN COTTON 
SEED OIL 


A New and Constantly Broadening Field 
Which Is Attracting the Attention of 
Many Operators 


By Charles E. Kuh, of Edward Valk & Co. 








Trading in cottonseed oil has been in 
vogue on the New York Produce Ex- 
change for many years, but until recently 
the market for it was more or less lim- 
ited. The past few years, however, has 
witnessed a marked development of 
speculation in this commodity, and now it 
is handled in immense quantities, and is 
a medium of heavy daily transactions, 
similar to those in cotton and grain. 


How It Is Handled. 


Cottonseed oil can be bought for im- 
mediate or future delivery. The unit o 
trading is 100 barrels, each containing 
about 53 gallons. A contract, therefore, 
calls for 5,300 gallons. The price is in 
cents per gallon, and the regular fluctua- 
tions are }4c. per gallon, equal to $13.25 
per contract. 

Margins are $1 per barrel, equal to 
$100 per contract, with the usual addi- 
tional margins, in case they are required, 
to meet the fluctuations of the market. 


Factors Governing Its Market Price. 


The price of cotton seed oil is governed 
largely by conditions in two other trades. 
In the first instance, the quantity of oil 
produced is in direct ratio to the size of 
the cotton crop, the reports on cotton 
crop conditions, therefore, have direct 
bearing on cotton seed oil. The other 
commodity which influences to a great 
extent the price of cotton seed oil, is lard. 
This, because of the fact that a very large 
percentage of the oil produced is used in 
the manufacture of what is known as 
“Compound Lard.” 

The component parts of Compound 
Lard being cotton seed oil and oleo stear- 
ine (the ratio being about 85% of cotton 
seed oil and 15% oleo stearine), this ar- 
ticle is in direct competition with lard 
and its price is governed accordingly. 

These are the two principal factors in 
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the value of oil, although there are others 
which enter largely into the calculations. 

Europe is a very large consumer of 
cotton seed oil, taking about 750,000 to 
1,000,000 barrels yearly. The consump- 
tion in this country, outside of the re- 
quirements of compound lard makers, is 
also large. The price of oil is of course 
influenced by the demand from these 
sources. 

Cotton seed oil is coming into more 


popular use daily, as shown by the enor- 
mous consumption both in this country 
and abroad. It has also found more fa- 
vor as a speculative medium. This is 
proved by the increased trading on the 
Produce Exchange, which is the only 
market in the world where cotton oil 
for future delivery is officially traded in, 
and where there are specific rules, for 
the protection of the buyer and seller, 
governing such trading. 
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Ongin of the Chicago Board of Trade 


How To-Day's Tremendous Operations in “Futures” Developed from the Necessities of a 
F ew Country Produce Dealers 


By Thomas Duncan 


PECULATION in grain as prac- 
ticed in our day is a development 
of the past sixty years. There are 

still living in Chicago a few individuals 
who saw and participated in its inaugu- 
ration, but not one of these is now an 
active member of the Chicago Board of 
Trade. 

In April, 1848, the handlers of country 
produce in Chicago found that the in- 
creasing volume of business made it 
necessary for them to organize. The 
association then formed has since evolved 
into the world-famed Chicago Board of 
Trade. 

All the wisdom of this nation was not 
exhausted by the framers of its consti- 
tution. There was still some left when 
the Chicago dealers in grain, butter, 
eggs, poultry, hides, wool, sheepskins, 
etc., met to formulate rules for their pro- 
posed association, the objects of which 
they defined as follows: 

“To maintain a commercial ex- 
change; to promote uniformity in the 
customs and usages of merchants; to 
inculcate principles of justice and equity 
in trade; to facilitate the speedy adjust- 


ment of business disputes ; to acquire and 
disseminate valuable commercial and 
economic information; and generally to 
secure to its members the benefits of co- 
Operation in furtherance of their legiti- 
mate pursuits.” 

That such praiseworthy objects have 
been steadily observed, and have invari- 
ably actuated its official conduct, is a 
matter of record during the almost sixty 
years of the Chicago Board of Trade’s 
existence. 

The original governing body, as well 
as its long line of successors have keenly 
appreciated the fact that the “justice 
and equity of trade,” which they declared 
to be their aim, should not be confined 
to mutual transactions of the members, 
but extended to their customers, if they 
would perpetuate the institution. Rules 
of the most stringent nature have been 
embodied in the by-laws and the most 
drastic punishment is meted ouf to any 
member who violates in his dealings the 
spirit of that declaration. An order en- 
trusted to a member of the Board of 
Trade, therefore, relating to the purchase 
or sale of any commodity has the very 
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best assurance of a “square deal” for the 
stranger without the gate. 

It did not take many years to eliminate 
from the membership those of the orig- 
inators of the Board whose business was 
not chiefly in grain, or provisions. As a 
result, country produce is now handled 
on a separate exchange. 


Trading in Futures. 


Trading in “futures” of grain and pro- 
visions was not within the original scope 
of the organization. That feature arose 
from the necessities of the business, as 
afterwards developed. This class of 
trading now constitutes much the larger 
half of all the business done on the ex- 
change. The tail is grown larger than 
the dog, and shakes the latter when it 
so desires, but with due consideration for 
the still vigorous body from which it 
originated. 

Buying and selling grain for future de- 
livery had a very natural beginning. In 
buying from the farmers at a country 
station the dealer’s operations were much 
facilitated if he knew in advance at what 
price he could dispose of his purchases. 
Likewise, the shipper to foreign ports 
was anxious to know in advance of a ves- 
sel’s arrival, where, and at what price, 
he could secure the outgoing cargo. The 
necessity for prearranging a vessel’s load 
was due to the fact that in the early days 
of lake navigation when onlv sailing ves- 
sels engaged in the carrying trade, it fre- 
quently happened that a favorable wind 
would bring in an immense fleet for 
which the existing stocks of grain were 
insufficient. 

At first the forward purchases were for 
delivery within ten davs. This was soon 
extended to the first or the latter half of 
the month. In time and by natural evo- 
lution, these transactions were made to 
cover delivery the next month, until soon 
there were no restrictions up to the 
period close to the next harvest, and 
even beyond, if buyers and sellers agreed. 

Custom and convenience have now de- 
creed that active trading be confined to 
only a few months of the twelve. except 
that the current month has always a 
quotable value. 

Thus, from the early-day necessities of 
a few dealers in country produce. there 


has developed a mighty commercial in- 
stitution, the heart throbs of which are 
felt round the world; for does it not dic- 
tate the price which billions of people 
shall pay for their daily bread? 
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Where Everyone Has His Say : 


In this Department will Appear such Communications as 
May be of General Interest 


To THE EpiTor: 

Almost everybody in the South is per- 
sonally and deeply interested in the cotton 
market. They like to raise big crops of 
cotton and they like to get big prices for 
them. They all belong to an organiza- 
tion that was created with the advent of 
the original Adam, an organization that 
might well be called the Society of Hu- 
man Nature. Without conspiring, these 
people “pull together” as a man. They 
might be termed, truthfully, “two souls 
with but a single thought,” and then mul- 
tiplied by millions—and still you would 
have only a single thought, “the highest 
possible price for our cotton.” 

The people of the South do the “re- 
porting” for the other fellows who are 
going to buy and consume the chief and 
greatest product of their sunny land. 
Whether they are a peculiarly pessimis- 


tic lot I am not prepared to say; but cer- - 


tain it is that the entire cotton crop is 
“killed” every year, almost, indeed, be- 
fore it is all planted ; and frequently it is 
killed half a dozen times over again, 
during the progress of the season, just 
to make sure that it is thoroughly dead. 
But some how or other and strange 
thought it may sound, it develops year 
after year, when the crop is finally 
picked, that we have cotton enough—and 
occasionally the surplus carried over, 
meaning the hundreds of thousands of 
bales in excess of mill requirements, into 
the next crop year is so enormous that 
the prices quoted for cotton sag, and 
break, and sag some more, and break 
again, and again, and again—and all this 
notwithstanding that this particular crop 
was probably “killed” so dead that the 
remnant of the army of boll weevils was 
actually starved to death! 

Just to show how this “killing” process 
operates, I quote below a letter from 
Waco, Tex., addressed to a prominent 
cotton commission house in New York, 
and published recently in one of our lead- 


ing commercial papers. If you were lhar- 
boring a suspicion that the present 
growing crop had any chance at all of 
maturing, read this: 

“Since our recent letter, we are very 
sorry to report, the weather has been 
very unfavorable, and the crop has gone 
back rapidly on account of this very 
enormous drought, and the high tem- 
peratures. We have had once or twice, 
since the first, some widely scattered 
showers, which have done more harm 
than good. We find the boll weevils 
working quite freely, even with this enor- 
mous heat and dry weather, which is 
very surprising to us. There is no kind 
of weather from now on that would cause 
this crop to make up the damage that has 
been done. It looks as though we were 
1,000,000 bales short of last year in this 
State, this with the most favorable 
weather from now on. Anv unfavorable 
weather from now on will cause a greater 
loss.” 

The poor old cotton crop, you see, has 
no chance at all. In Texas it is going 
to ruin for want of rain, and if rain 
should come the crop would die all the 
more rapidly, because the rain would 
cause “shedding,” and would give the 
boll weevils a new lease of life; and even 
now, with all this hot and dry weather, 
they are doing very nicely, thank you. 
No, the cotton crop in Texas is ruined. 
Going to fall a million bales below last 
year’s yield, even with absolutely perfect 
weather from now on, and with imper- 
fect weather from now on—well, frankly, 
you can see for yourself that Texas may 
not raise any crop at all. The outlook 
is really too terrifying to look upon. 

The same paper which published the 
above letter also printed in the same is- 
sue and in the same column a despatch 
from San Antonio, Texas, reading as fol- 
lows: 

“The demand for cotton pickers con- 
tinues, and they are almost impossible te 
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secure. Mexicans will not leave San 
Antonio, for work here is too plentiful, 
and there are not enough coming in from 
Mexico, owing to the demand for labor 
there and the rather strict immigration 
laws. The indications are, that when cot- 
ton picking opens in real earnest there is 
going to be almost a labor famine all 
over Texas.” 

Evidently this particular reporter finds 
himself in the midst of a bountiful cot- 
ton crop, but it must be “killed” at all 
hazards; so he foresees a labor famine, 
and can figure it out for you conclusively, 
on paper, that while Texas is, after all, 
going to raise a pretty fine crop, most of 
it will go to waste. because arrangements 
cannot be made to pick it. 

No use talking, the crop is lost. To 
quote from a Southern newspaper just 
to hand, “Consumption is the only safe 
barometer. The world is hungry for 
cotton, the crop will be a small one. Spin- 
ners are now paying $10 a bale premium 
for spots. Fifteen cents will not be dear 
to them on present prices of manufac- 
tured goods, and 20 cents a pound may 
look cheap.” 

These are average samoles of the cot- 
ton “gossip” and “news” that comes to 
us daily from the South. It is the same 
every year, monotonous and laughable to 
people who have good memories or who 
keep faithful records, but startling and 
ominous to those who read only as they 
run. 

It is well for traders to bear in mind 
that cotton is a weed, listed in botany as 
a perennial plant. It is almost impossible 
to kill it. Tt is the natural plant of the 
South, and flourishes in the hottest kind 
of weather. It seems to thrive on 
droughts. In fact, it can go along nicely 
for eight or ten weeks without a drop of 
moisture, and after a good, soaking rain. 
is quite ready for another protracted 
siege of weather so hot and dry that anv 
other growing thine, except a weed. and 
a very hardy weed at that, would droop 
and die. Remember this. make allow- 
ances for the exaggerated statements of 
the peonle who wish you to forget it, and 
you will be pretty sure to find large 
profits a regular occurrence. 

Yours truly, 
Op TRADER. 


To tHe Eprror:—Will you kindly send me a 
list of “Bear” newspapers and periodicals? 
I am sure the list will not be large, for I have 
yet to find one that for the past year has di- 
rectly or indirectly conenael | the desirability 
of selling stocks. Most of them argue— 
“Prices are now at their low levels,” and “The 
worst is over—ad nauseum, 

Ep. Notre—Will the periodicals that have 
been ranged on the right side of the market 
during this decline kindly speak up? 


To THE Eprtor: 

I do not think the Government reports on 
cotton and grain, especially the former crop, 
are up to the standard of accuracy established 
years ago, when these reports were first ren- 
dered. It would be interesting to know by 
what process the individuals reporting on 
these crops arrive at their respective figures. 

A Corton TRADER. 

Eprtor’s Note.—Let’s hear from “Down in 

Dixie” and “’Way Out West” on this. 


This 
brokers and their clients: 
broker give advice?” 

Many people claim that the functions 
of a broker should be limited to the ac- 
ceptance and execution of orders. 

Others believe that a broker, especially 
the “office” man, should keep thoroughly 
posted upon the markets, give an un- 
biased statement of facts, leaving the 
trader free to use his own judgment. 

Still others, having no opinion of their 
own, prefer to depend absolutely upon 
their broker’s judgment; that is, they 
wish him to supply tips or definite ad- 
vice upon which they can act. 

This is an important and many-sided 
question. We therefore believe it of gen- 
eral interest to throw open this column 
for a thorough discussion of the matter. 
If you are an Exchange member, an 
office partner, a manager, a speculator 
or an investor, your opinion on this sub- 
ject will be highly appreciated. 

Make your letters as brief and concise 
as possible, stating whether or not you 
wish your name to appear. 


question often arises among 
“Should a 
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It’s all over! Speculation on the ex- 
changes of this continent must cease. 

We have before us a clipping contain- 
ing the statcinent that, at the Conven- 
tion of The A]berta Union of Municipali- 
ties, recently held at Medicine Hat, Al- 
berta, resolutions were passed condein- 
ing the evil of speculation. 

No doubt the various exchanges will 
be duly notified and the drastic effects of 
this resolution be shortly felt through- 
out the land. 





ADVERTISING. 


TO BROKERS 

The Ticker will shortly be recog- 
nized as an important auxiliary in the 
brokerage business. It educates the new 
people -with new money who come into 
the various speculative and investment 
markets every year, and elucidates for 
them the very questions upon which they 
are most doubtful. 

It also aids skilled traders by furnish- 
ing ideas and experiences of other trad- 
ers. 

One copy of the T1cKER contains more 
concrete facts and examples of vital im- 
portance to your clients than you could 
explain to them if you devoted whole 
days to the task. 

By placing the Magazine in the hands 
of your clients, and prospective clients, 
you will help them, and you will help 
yourselves. 

We supply duplicate copies of any 
issue at reduced rates. No more power- 
ful aid to your clients and to your busi- 
ness could possibly be obtained. 





From a broker’s standpoint the articles 
in THe TicKER may be considered in the 
following light: 


ARTICLES IN NOVEMBER 
“TICKER.” 

How a trader may figure out the market 
and select his stocks without asking 
the advice of his broker. 

How to open an account. 

What margins are required. 

Particulars regarding commissions, 
tuations, etc. 

How to place orders. 

Information for novices in Cotton Trad- 
ing. 

How to secure quick executions. 

The fallacy of trying to get rich qe kly. 

The danger of trading with bucket ©1.0ps. 

How to invest in bonds. 

Points on Grain Trading. 

Operating iitethods for office traders. 


ARTICLES IN THIS ISSUE 

How a Trader may analyze his operations 
and locate his weak points. 

The best stocks to buy on bargain days. 

Explanation of 1 oa and Calls. 

What a Bond i 

Car trusts and rs uipment bonds explained. 

Cotton Trading from its inception. 

Hedging operations explained. 

The folly of slim margins. 

Knowledge necessary to successful trading 

Origin of the Chicago Board of Trade. 

Stop orders made clear. 

When inside information is va'uable. 

How to distinguish a bucket shop. 


fluc- 
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Puts and Calls Explained 

A “Put” is a document which gives 
the holder thereof the right to deliver 
a certain amount of stock or grain, at a 
specified price, within a limited’ time. 
The price stated in a “Put” is always 
below the market price at the time the 
“Put” is issued. Following is the form 
7 adopted : 

EW YorRK, November 7, 1907. 

For value received, the bearer may 
deliver to me 100 shares of Union 
Pacific at 110, at any time within 
thirty days from date. All divi- 
dends for which the books close in 
the meantime go with the stock. 
Expires, Dec. 7, 1907, at 1:45 P. M. 

Joun Doz. 

The value of a “Put” is based on the 
length of time it has to run and the prox- 
imity of the market price of the stock 
to the price at which the “Put” is issued. 
If Union Pacific is selling at 115 at the 
time the “Put” is written, the latter 
would be worth about $200. If the mar- 
ket price of Union Pacific were 112, the 
value would be from $400 to $500, de- 
pending upon the number of similar 
“papers” in the market and various other 
considerations. 

For example, suppose Union Pacific 
is selling at 115 and that John Doe (who 
writes or issues the above “Put’) sells 
it to Bill Jones for $200. Doe believes 
Union Pacific will sell at a very much 
higher price within the thirty days, and 
reasons with himself thus: “If Jones 
“Puts” that stock to me, I will get it at 
a price 5 points below the present mar- 
ket price, and as he has paid me $200 for 
the privilege, the net cost to me will be 
only 108.” 

Bill Jones, on the other hand, believes 
that the whole market is “going to 
smash” and that during these thirty days 
he can buy Union Pacific at par. His 
argument, therefore, is: “I will pay this 
man $200 for the “Put,” and when Union 
Pacific touches par I will buy 100 shares 
and deliver (or “Put”) it to him at 110, 
making a profit of $1,000, less the cost 
of the “Put”—$200—or $800, net profit.” 

Another method of using this “Put” is: 
Presuming Jones has bought 100 Union 
Pacific at 110, and wishes to be insured 
against any material loss during the next 


thirty days; he will buy a privilege such 
as above, paying $200 therefor. This 
will enable him to “Put” or deliver to 
John Doe 100 Union Pacific at 110. 
No matter to what price Union Pacific 
declines during the thirty days, Jones can 
deliver 100 Union Pacific at 110 at any 
time within that period, thereby limiting 
his loss to the mere cost of the “Put.” 


A “Call,” 

A “Call” is a document giving the 
holder thereof the right to “Call” upon 
(buy of) the maker of the privilege for 
a certain amount of stock, at a specified 
price (usually above the market), with- 
in a limited time. The usual form fol- 
lows: 

New York, November 7, 1907. 

For value received the bearer may 
call upon me for 100 shares of 
Southern Pacific at $70 a share, at 
any time within thirty days from 
date. Joun Dog, 
Expires Dec. 7, 1907, at 1:45 P. M. 
The belief that Southern Pacific will 

not sell much above 70 during the time 
mentioned, prompts Mr. Doe to issue 
and sell this “Call.” Doe has in his safe 
deposit box 100 shares of Southern Pa- 
cific bought at a lower price, during the 
panic, and is, therefore, perfectly willing 
to have it called at 70. The buyer of the 
privilege pays $200 for it and waits until 
say, November 2oth, at which time 
Southern Pacific has risen to 75. He 
then sells 100 shares short at that price. 

He does not immediately “Call” the 
stock, however, as the privilege has some 
days to run, and he believes the stock 
will again decline to a figure below the 
“Call” price before the privilege expires. 
He reasons thus: I*now have a gross 
profit of five points, but I will wait, and 
if the market declines, as I expect, I may 
be able to cover my short at 65. 

Conditions favor him. He ignores the 
“Call,” and covers his short stock at 
65, thus making a profit of ten points, 
Deducting the cost of the “Call,” $200, 
together with commission 4nd tax, $27, 
he has a net profit of $773 on the trans- 


action. 
A “Spread.” 
Another form of privilege is called a 
(CONTINUED ON PAGE 55.) 
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Dividend Coppers, Giving Approximate Idea of Future Earnings. 
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Copper Stocks—Weekly Letter. 
Hayden, Stone & Co., 25 Broad St., N. Y 


Weekly Market Letter, 
Alfred Mestre & Co., 52 Broadway, N. Y. 
Carpenter, Baggot & Co., 21 William St., N. Y 
Monthly Market Letter, 
Waterman, Anthony & Co., 20 Broad St., N. Y. 


Daily Market Letter, 
Ball & Whicher, 111 Broadway, N. Y. 


R. R. and Industrial Stocks, Showing Margin of Safety. 
W. E. Hutton & Co., 1st Nat. Bank Bldg., Cincinnati, O. 
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Alfred Mestre & Co., 52 Broadway, N. Y. 
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Spencer Trask & Co., William and Pine Sts., N. Y 
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Convertible Bonds, Giving Conversion eolen, 
Redmond & Co., 33 Pine St., N. Y 


High Grade Bonds, 
Pouch & Co., 29 Wall St., N. Y. 
Eyer & Co., 37 Wall St., N.Y 


seaeieet Bonds Yielding 4% to 4.65%, 
’Connor & Kahler, 49 Wall St., N. Y 


Pennsylvania R. R. 334% Conv. Bonds, 
Clement & Smith, 1 Nassau St., N. Y 


COTTON 
American Cotton Crop Movements, 
Hubbard Bros. & Co., Hanover Sq., N. Y. 


Daily Letter, 
Atwood Violett & Co., 5 New St., 
Carpenter, Baggot & Go, 21 Wilkam Ste N. ¥ 
Hubbard Bros. & Co., Hanover Sa., 
Weekly Letter, 
Carpenter, Baggot & Co., 21 be mag = LN. Y. 
Hubbard Bros. & Co., Hanover Sq., 
Monthly Letter, 
Hubbard Bros. & Co., Hanover Sq., N. Y. 
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GRAIN 
Weekly Letter, 


Carpenter, Baggot & Co., 21 William r. y , 2 
Hubbard Bros. & Co., Hanover Sq., 


Quotation Guide, 
A. O. Brown & Co., 30 Broad St., N. Y. 
Tracy & Co. (Nearest office—see ad inside cover). 


COFFEE 


Quotation Guide and How to Trade, 
Hubbard Bros. & Co., Hanover Sq., N. Y. 


COTTON SEED OIL 
Market Letter, 


Carpenter, Baggot & Co., 21 William St., N. Y. 
Edw. Valk & Co., Produce Exchange Bldg., N. Y. 


GENERAL INFORMATION 
Conservative Speculation, 


Waterman, Anthony & Co., 20 Broad St., N. Y. 


Correspondence Courses on Investments, 
The Babson System (Dept. T), Wellesley Hills, Boston, Mass. 


Poor’s Manual for 1907 (Circular), 
Poor’s R. R. Manual Co., 70 William St., N. Y. 


State Laws Governing Savings Bank Investments, 
N. W. Halsey & Co., 49 Wall St., N. Y 


When to Buy Bonds, 
Guaranty Trust Co., 28 Nassau St., N. Y. 


How to Invest Money, 
Guaranty Trust Co., 28 Nassau St., N. Y. 


Bond or Mortgage—Which ? 
Mellon National Bank, Pittsburg, Pa. 


Earning Power of Railroads, 
Jas. H. Oliphant & Co., 20 Broad St., N. Y 


Statistical Tables (Pocket Ed.), 
Spencer Trask & Co., Pine & William Sts., N. Y. 


Mention Tue Ticker when requesting any of the above. 














Puts and Calls Explained 
Continued from Page 52 


“Spread.” This combines the privilege 
of “Putting” and “Calling” a stock. Such 
a document would read: 

New York, November 7, 1907. 

For value received, the bearer may 
deliver to me 100 shares of Union 
Pacific at 110, or call upon me for 
100 Union Pacific at 120, at any 
time within sixty days from date. 

Joun Doe, 


A “Straddle.” 

Expires Jan. 6, 1908, at 1:45 P. M. 

Still another form of privilege is 
called a “Straddle.” This gives the 
holder the right to “Put” or “Call” a 
number of shares of a certain stock at 
the same price. For instance, a “strad- 
dle” on 100 Amalgamated Copper at 50 
would include the privilege of either 
“Calling” 100 at 50, or “Putting” 100 
at 50 at any time within the period cov- 
ered by the privilege. 

The use of privileges, therefore, is ad- 
vantageous to the trader in many ways. 
They can be bought simply as a specula- 
tion, with the idea of exercising them 
when there is a profit shown, or they 
can be used as a protection against either 
long or short trades. They afford many 
opportunities for profitable transactions, 
which would not otherwise develop. 

One great advantage in their use is the 
fact that the trader’s possible loss is ab- 
solutely limited to the cost of the priv- 
ilege. 

It is safe to deal only in such privileges 
as are either issued or indorsed by Stock 
Exchange members, or their firms. 

Upon request, THE Ticker will fur- 
nish the names of responsible parties who 
handle privileges for their clients. 





Bul] markets start in panics and end 
in booms. 





The man makes the most money in a 
bull market, who ignores reactions, 
speculates conservatively and carries his 
stocks through to the end. 





If you are wrong 49% and right 51% 
of the time, and you live long enough, 
you ought to be rich some day. 


PUTS AND CALLS. 








WILL DIVIDENDS 
BE MAINTAINED 








THOMAS GIBSON’S MAR- 
KET LETTER of NOV. 9 
gives carefully compiled tables 
showing the margin of safety be- 
hind dividends of leading Rail- 
road and Industrial Stocks, both 
common and preferred. 


Copy of this and other letters 
sent free upon application, 





THOMAS GIBSON. 
Corn Exchange Bank Building 
NEW YORK 











Correspondence Courses 
On Investments 
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Course 2. Advanced Work for Clerks of Stock Ex- 
change Firms. 


Course 3. Advanced Work for Clerks and Salesmen 
of Bank Houses. 


Course 4. A Special Course for Bank Clerks. 
Terms: 12 months 
$2.00 to $3.00 per month (Enrolment Fee extra) 
Text Books Free 
Address : Educational Dept. (Dept. T.) of The Babson System 
Wellesley Hills Sta., Boston, Mass. 
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CONTRACTS FOR FUTURE DELIVERY OF COTTON, BOUGHT AND SOLD ON THE NEW YORK, NEW ORLEANS 
AND LIVERPOOL EXCHANGES 


COTTON LETTER 


New York, November 15th, 1907. 


In our letter of last month, we stated that sentiment 
was still in favor of lower prices, and that the market 
would be a two-sided affair, with frequent and wider 
fluctuations. On October 
traded in ranging from 10.98 to 10.73, and two weeks 


15th, January options were 
later at 9.72. Since then prices have fluctuated mainly 
between 10c. and 10%4c. for that option. 

During the intervening month, many factors have been 
brought forward in favor of the market, among them 
several estimates, by more or less prominent traders, that 
the crop would be under 12 million bales, and the ginners’ 
reports up to October 18th and November Ist, both of 
which were much under last year’s figures to same dates. 
We have also had reports of killing frosts in several sec- 
tions in the South, ahead of the average date. These fac- 
tors would have been of material help to the long side 
of the market, were it not for the overshadowing condi- 
tions brought about by the Banking situation, which com- 
pletely upset all calculations on the industrial outlook, 
and turned the tide of prosperity into one of uncertainty. 

More recently, reports are had of a shortage in the 
East Indian and Russian cotton crops, which would tend 
to increase the demand for our home product from 
abroad,—thus more than offsetting any curtailment that 
may be had in the consumption at home. 

Another feature of the market has been the persistency 
of the December clique in holding that option at a pre- 


mium over later months, theoretically to obtain cotton for 


export, but practically to squeeze those who happen to be 
short of it. This concerns only the largest operators, who 
may or may not have the cotton to deliver when the 
time comes. The public looks on as a spectator, not car- 
ing to take part either way. There is, however, some fear 
that the clique if successful in their December deal, will 
extend their operations to the January option—hence the 
majority of the traders prefer to operate in the more dis- 
tant deliveries, 

As the result of the disarrangement of the various 
industries, through the money stringency, there are many 
that still adhere to the short side of the cotton market, 
believing that planters will soon offer cotton more freely 
and at concessions from present prices, and that at the 
same time mills will only buy very sparingly. Also that 
cotton at present prices is not attractive to investors, 
owing to the uncertainty of home trade. On the other 
hand, it must not be forgotten that prices have declined 
8c. per Ib. from the high level of last summer, bringing 
us back to the same level as in March last, when it was 
thought the planting indicated a larger crop than ever 
grown before. 

It must also be remembered that cotton has never sold 
for less than 60 per cent. of its present value (which 
cannot be said of the majority of stocks) hence to that 
extent is no risk whatever, and therefore is more attrac 
tive to some investors. Should the market make any 
material decline from present values In the near future, 
which seems probable now, we would expect to find in- 


vestment buying one of the features. 


ATWOOD VIOLETT & CO. 


N. B.—We shall be pleased to give our views at any time, or furnish our daily 
market letter to those desiring either. . 


Kindly mention Tue Ticker when writing advertisers. 





